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Re: WellPoint Health Networks “WELLPAC”
Dear Mr. Noble:

This is a reply to the letter dated November 10, 1999, in which you requested additional
information regarding WellPoint Health Networks, Inc. (“WellPoint”’) and Blue Cross of
California’s (“BCC”) relationship with the Blue Cross and Blue Shield Association (“BCBSA”).

You asked us to draft two organizational charts, to discuss the BCBSA membership standards
and to provide copies of certain other documents.

rganizational Charts

You asked us to provide two organizational charts showing changes in control and organization

in the WellPoint and Blue Cross of California group of entities (“WellPomt/BCC”) between
1992 and the present.

We have prepared these two charts, which are enclosed. Chart 1 illustrates the relationships
among the entities in December 1992, shortly before the former WellPoint corporation was
formed as a subsidiary of BCC. Chart 2 illustrates the relationships among the entities in
December 1999, after various reorganizations and recapitalizations have occurred. These charts

show that the relationship between BCBSA and WellPoint/BCC has materially changed since
WellPoint was spun off from BCC in January 1993.

Specifically, in 1992, WellPoint/BCC was a California organization headed by BCC, which
directly operated various health plans such as the Blue Cross Prudent Buyer Plan, CaliforniaCare
HMO, BCC Medicare Services and dental and pharmacy plans. At that time, BCC had two small
subsidiaries which focused on life insurance services. However, after the series of transactions
that began in January 1993, WellPoint was reorganizéd as the parent of BCC and acquired a

number of other subsidiaries. Today, WellPoint/BCC is a national organization which provides
managed care and related services under various brand names.
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BCBSA Membership Standards

Your letter requested a detailed explanation as to the application of BCBSA Membership
Standards to WellPoint. Before the reorganization of WellPoint and BCC commenced in 1993,
BCC and the other member plans of BCBSA were subject to a number of Membership

Standards.! With the exception of a change discussed below, the membership standards that
existed in 1992 are still in place.

The membership requirements we described in our November 4, 1999 letter were the
Membership Standards in effect at the time of the spin off and the license agreement provisions
adopted in order to implement these standards. In order to accommodate WellPoint and other
member plans which prefer to operate as for-profit corporations, BCBSA no longer maintains the
standard that required each plan to be operated as a nonprofit entity. In addition, BCBSA has
adopted a new membership standard which requires the member plans to emphasize their
independence from BCBSA and each other in communications with their customers and the
public. In order to implement this standard, BCBSA issued brand regulations which require
most advertisements, contracts and other materials containing the BCBSA marks to disclose that
each member plan is an independent licensee of BCBSA.

To summarize, in December 1992, most of the managed care and speciaity plans offered by
WellPoint/BCC were subject to the membership standards, since these plans were directly

operated by BCC. However, as of December 1999, the standards only apply to three out of the
twenty-four entities in the WellPoint/BCC organization.

! Under the Membership Standards effective in 1992, the regular member plans of BCBSA were required to:
*  Operate as a nonprofit entity;

«  Maintain a board of directors not controlled by any special mterest group;

»  Obtain an annual private rating of its financial strength and furnish to BCBSA reports and records relating to
compliance with the Membership Standards and the License Agreement with BCBSA; -

Operate in a manner that provndes reasonable financial assurance that it can fulfill its contractual obligations to its

customers and that is responsive to customer needs and requirements; .

¢ Participate in national programs adopted by the Member Plans for the purposes of provndmg portability of
membershlp among the Plans and ease of claims processing for customers receiving benefits outside of the Plan’s

service area;

Take such action as required to ensure its financial performance when it participates in programs or enters into

contracts involving BCBSA or other Member Plans;

. =« Cooperate with BCBSA's board of directors and Plan Performance and Financial Standards Committee in the

administration of the Plan Performance Response Process;

Use its best efforts in its designated service area to promote and build the value of the BCBSA marks; and

«  Not cause or permit an entity other than another Plan to obtzin control of the Plan or a Controlled Affiliate or to
acquire a substantial portion of its assets related to licensable services.
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Other Documents
We have enclosed the following documents you also requested in your letter:

(1)  WellPoint's Charter (Certificate of Incorporation)

(2) WellPoint’s Bylaws

(3) Blue Cross License Agreement (and Addendum dated June 12, 1998)
z

We hope this additional information is useful.

Sincerely,

Z

ames A. Sivesind

G:\Flora Yin\Flora9\\WELLPOINT\WELLPOINT-response. wpd
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. - _ PAGE 1
) : State of Delaware .

Office of the Secretary of State

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACKED IS A TRUE AND CORRECT
COPY OF THE RESTATED CERTIFICATE OF "WELLPOINT HEALTH NETWORKS
INC.", FILED IN THIS OFFICE ON THE FIRST DAY OF AUGUST, A.D.
1997, AT 9 O'CLOCK A.M.

A CERTIFIED COPY OF THIS CERTIFICATE HAS BEEN FORWARDED T0
THE NEW CASTLE COUNTY RECORDER. OF DEEDS FOR RECORDING.

2657896 8100 AUTHENTICATION:
971256461 DATE:

8586687
08=-01=-97
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RESTATED ‘
CERTIFICATE OF gveoxronnxou
O
WELLPOINT HEALTH NETWORKS INC.

~ (Pursuaut to Section 245)
The undersigned, LEONARD D. SCHAEFFER and THOMAS C. GEISER, bereby
certify thar _ _
ONE: They are the Chief Executive Officer and Scevetary, tespestively, of

WellPoint Hezlth Networks Inc. (the "Corparation™). WellPoint Health Networks Inc. was
originally incorporated under the same name, and the origizal Certificate of Incorporation of

the Carporstion was filed with the Smuy of State of the Statc of Deloware on August 29,
1996. =

\' -
TWO: Pursuant to Sections 242 end 245 of the Gegeral Ccrpeman Law of
the State of Delswure, this Restated Certificxte of Incorporation restates and integrates and
further amends the provisions of the Certificate of Incorporation of this Corporation.

THREE: The Certificate of Incorporaticn of the Coryomnon. is hereby restated
and amended to read in its entirety as follows:

ARTICLE 1
NAME
The name of the eo:poranon (hmmaﬁar called the "Cmporahm") is WellPoint Health
Networks Inc.
ARTICLE &I
PURPOSE

SECTION'1. The nztare of the business or purposes to be conducted or prometed is

1o engage in any lewful act or activity for which corporations may he organized under the
General Corporatien Law of Delaware ("DGCL”).

ARTICLE IO
AUTHORIZED CAPITAL STOCK

SECTION 1. The (vtal gumber of shares of all elasses of stock which the
Corporation shall have autherity to issae is three hundred and fifty million (350,000,000) _
shurcs as follows: (o) threc hundred millioa (300,000,000) ghares of Commag Stock, $.01 par

value per share (“Common Stock™), and (b) fifty milltion (50,000,000) shares of Preferred
Stock, 5.0t par valuz per shase (“Preferved Stock”), .

SECTIO‘N Z.. The rights, prefercnces, pi vdzgs and restrictions of the classes of
stovk of the Corporation and the erpress grant uf m:honty to the Board of Directars to fix by

BrENORYL0L _ . L
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resolution the nights, preferences, privileges and restrictions relating to the elasses of stock of

the Cuorporatian which are ot fixed by this Restated Centificate of Incorporation, arc as
follows:

N COMMON STOCK
A . DIVIDENDS.

Subject to any other provisions of this Restated Cestificate of Incarporation, as
amended from time to time, holders of Common Stoek shall be entitled to receive such
dividends and other distributions in cash, stock ar praperty of the Corperation as may be
declared thereon from time to time by the Board of Directors of the Corporstion (the "Board -

_ ofDxrecton') out of asssts or funds of the Gorporataon legally svailable therefor.
B. VOT.ING

B

(') At every mecting of the stockbolders, every holder of Cormnon Stock shall be

entitled o one (1) vote in person or by proxy for each share of Common Stock standing in
his or her game on the transfer books of the Corporation.

~ ()  The provisions of this Article IIT of this Restated Cenificste of Incarporation
shall not be mmodified, revised, altered or amended, repealed or rescinded, in ‘whole or in part,
without the affirmative vote of the holders of a majority of the shares of Common Stock.

FRERFERRED STOCK

The Board of Direclors is sutharized to previde, by msoluticn. for the issuance of one
or more series of Preferred Stock out of the unissucd shares of Preferred Stock and the Board -
- of Directors is autharized to determine thé designation aud to fix the number. of shares of each

serics. Excep! as may be required by law, the shares in any series of Preferred stock-need not -
be identical to apy other series of Preferred Stock ar any other class.

The Board of Directors ofth:COrpmnon is further suthorized to determine or alter

thc rights, preferences, privileges, and restrictions granted to or imposed upon any wholly
unissued series of Preferred Stock, and to increase or decrease (but not below the pumber of
shares of such series then outstapding) the number of shares of any series of Prda-red Stock

subsequent 1o the issue of 5hafes of thet serics.
ARTICLE IV =
BOARD OF PIRECTORS
AND STOCKHOLDER MEETINGS

The following prnv!duat we inserted for the mansgement of the business and for the

candust of the affairs of the Corporation, and for further definitics, limitation and regulation
of the powers of the Carporation and of its directors and stockholders:

SF6\0276Z04 y 2
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SECTION 1. Thet business and affairs of the Corporation shiall be managed by or
under the direction of a Board of Directors consisting of not less than mine nor more than
seventeen dircctors, the exoct number of directors to be determined {n accordance with the
Bylaws of the Corporation. The direttors shall be divided into three classes, desipnated Class
1, Class II and Class II1. Each cluoss shall consist, as nearly as may be possible, of coe-third
of the 10tal aumber of direetors constituting the entire Board of Directors. At each annual
mecting of stockholders bcgmmng in 1998, successors to the class of directars whose term
expires at that anouil meeting shall be elected for a three-year torm. If the number of
directors is changed, any increase or dzcrease shall be apportioned among the classes 5o as to .
maintain the number of dircctors in cach class as nearly cqual as possible, but in no case shall
s decrease in the pumber of directors shorten the term of any incumbent direstor. A director
shall bold office until the annual mestiag for the yesr in which his torm expires znd uptdl his

successor shall be elected and shall qualify, subject, however, to prior death, resignation,
retirement, d:squauﬁcanou or removal from office. .

SECTION 1. lnﬂxecaseof:nyﬂmcyontheBoudofDircm.mdudingny
" vacancy created by the removal of & director, or in the case of any newly created directorship.
a director elected 1o fill the vacancy or the newly created directoxship for the unexpired
portion of the term being filled shall be elected pursuant 1o the procedures set forth in the

Bylaws of the Corporation. The direstor elecied to fill 2 vacanty shall hold office for the
unexpired term {b respect of which the vacancy occurred and umtil his successor shall be

electzd und shall qualify or until his or her exylier death, resignation or removal.

SECTION 3. Avny direstor or the entire Board of Directars may be remaved, with or
without cause, by the affiemative vote of the boldigs of 8 majority of the voting power of tie
shares of the Corporation's stock entitled to vote at an clection of directors. However, a
 directar may not be removed withom eause if the votes ‘cast against removal of the director
would be sufficient to elect the director if voted comulatively (without regard to whether

shayes may otherwise be voted eumalatively) ot an election at which the same total number of
votes were cast md cither the oumber of directors elected at. the most recent annual mecting

of the stockhelders, or if greater, tha aumber ot' directors for whom removel is being sougbt.
were then being clecied

SECTION 4. Wheneve: the holdm of say scries of Preferred Stock muadby the
Corporation or of any other sccurities of: the Corporation shall have the right, voting
separately by series, to clect directors ot on dnnua) or spesia) mecting of stockholders, the

election, term of office, filling of vacancies imd vther features of such directorships shall be
governed by the terms of this Restated Cemﬁeate of Incc:porauun spplicable thereto,

SECTION §. Elecrion of Direstors need got be by hallct uniess a stockholder

demmdi!eluueubybdlmuthammngmdbefonthevaﬁngbapnsmulmtheBthS
screqure

SECTION 6. The Board of Direstarg c'ha!l hnve the concurrent power with the

stockholders 1o make, alter, amend, chanpe, add to or repead (colleetm\y, "Change") the
Byluws of the Corpotauon :

117307474173 3.
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SECTION 7. Meetimgs of the stockholders of the Corporation for any purpose or
purposes may be held within or without the State of Delaware, as the Bylaws may provide.

SECTION 8. No ection required or peamitted to be taken at any annual or special
meeting of stockhalders of the Corporation may be taken by written consent without a
meeting of such stockholders. '

SECTION 9. Special meetings of the stockholders of the Corporation foi' any puwpose
or purposes may be called at any time hy the Chairman of the Board, the President. 3
majority of the members of the Board of Directors or the holders of shares entitled to east not

Jess thon 10% of Yhe votes at the meeting. . Such speciel meeting may not be calied by sny
other person or persons or in any other manner,

SECTION 10. The approval of the greater of st Jeast two-thirds or seven of the
directers of the Corporation then in office shell be required for the Board of Directors to
spprove and guthorize suy of the following:\ o '

(8)  any amendment 1o this Restated Certificats of Incorporation of the Corperatios;

and

' (6)  the amendment of Sections 8 and 10 of Article 11, Scctions 2, 3 and 14 of |
Article IT1, Sections 1 and 2 of Article IV, and Secticns 6 aud 7 of Article V of the Bylaws of

‘ the Corporatiosn.

ARTICLE V

____ _ TNDEMNIFICATION
SECTION 1. Other than in the case of an sction by, or in the right of, the

Corporation, the Corporation shyll indemnify any person who was or is a party or is
threatened to be made a party 10 any threatened, pending or completed action, suit or
proceeding, whether civil, criminal, administrative or investigative, by reason of the fect that
he or she is or was a director or an officer of the Corporation or of a Predecessor
Corporatian, against expenses (incloding, but not limited to, sttomeys® fees), judgments, -fines
and emounts paid in gexzlement octually and reasonably incurred by him or her in connection
with such action, suit or proceeding to the fullest extent and in the manner sct forth in 2nd
permitted by the DGCL and any othier applicable Jaw, as from tme to time in effect. To the
maximurg extent permitted by the DGCL, the Corporation shall advance expenses (including
auameys® fees) incurred by agy person indemnified berennder ta defending sy civil,
criminal, administrative or fnvestigative action, suit ar proceeding upon an undertaking by or
on bebalf of such person to vepay such amaunt if it shall ulimstely be determined that he or
she is not entitled to be indemnified by the Corporation. Sach riphts of indemnification and
wdvimcement of expenses shall not be deemed to be exclusive of guy other rightz to which
such director or officer may be entitled egart from the foregoing provisions. The faregoing
provisions of this Section 1 shall be deemed to be a contract between the Corporstion (or any
Predecessor Corpuration) and-each director and officer who serves in such cupacity at aay

time while this Section { and the relevant provisions of the YGCL and other applicable 1aw,
if eny, are in effect, and any repeal or modificotion thereof shall not affect agy rights er

BFENORT420¢ : 4.
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obligations then existing, with respect to any state of facts then or theretofore existing, or any
action, suit or proceeding theretofore or thereafter brought or threateried based in whole or in

part upon ony such state of facts For purposes bereof “Predecessor Corporation” shall mean
WellPaint Health Networks Ioc., a California eorporarion (“WellPoiar California®™).

SECTION 2. The Corperation may indermuify any person who was or is a party or is

- threarzned 10 be made a party 1 any threatened, pending or completed action, suit or

procecdings whether civil, crimipal, administrative or investigative, by reason of the fact that
he ar she is or wus ap emyployee or sgeat of the Corporation (or a Predecessor Corporation),
or is or was serving at the request of the Corporatian {or a Predecessar Corperation), as 2
dircctor, officer, employee or agent of another corporation, partnership, joint veature, wust or
other enterprise, against expenses (including, but net limitzd to, attorncys® fees), judgments,
fines and rmoouars paid in sétiement sctually and reasonably incurred by him in commection
with such sstion, suit or ing to the extent and in the manner set forth in 2nd pamited
by the DGCL and any other gpplicable law s from time to time in effect. " Such right of

. indemmification shall not be deemed 1o be exclusive of any other rights to which any such

peson mxy be entitled apart from the foregoing provisions.

ARTICLE VI N
LIABILITY FOR BREACH OF FIDUCIARY DUTY

_ A Directar of the Corporation shall not be personally lisble to the Corporation
ur its stockhbolders for monetary damages for breach of fiduciary duty as a Diractor, except
for liability 1) for sny breach of the Director's duty of loyalty to the Corpotation or its

stockhalders, ii) for acts or ormissions not in good faith or which-involve intentional

misconduct or a knowing violation of law, iif) under Scction 174 of the Delawwre General
Corporation Law, or iv) for any wansaction from which the Director derived asy improper
personal begefit. If the Delaware Gegeral Corporation Law is hereafier amended to authorize,
with the spproval of a corporation®s stoskholders, further reductions in the liability of the
corporation's directors for breach of fiduciary duty, then a Director of the Corporation shall
not be liable for any such breach to the fullest extent permitted by the Delaware General
Corporation -Law @s 30 amended. ' Any repeal or modification of the foregoing provisions of
this Article VI by the stockholders of the Corporation shall pot adversely affect any right or
protecion of a Director of the Carporation existing at the time of such repeal or modification.

ARTICLE VI
. BESTRICHON ON 'I‘RANSFER

SECTION 1. "No Perien (as defied in Secticn 1€ below) shall Benefisially Own (az

" defined jn Section 14 below) shares of Capital Stock (as defined in Section 14 below) in

excess of the Qumership Limit (es defined in Section 14 below). Auy Transfer (as defined in
Sccrion 14 below) thae, if effective, would result in any Porsen Beaeficially Owning Capital
Stock in excess of the Ownerhip Limit shall result in quch intended tunsferes acquiriag 80
rights m such shares of Capital Stock (other than those rights expressly granted in &is

Article VII) and such number of shares of Capital Stock shall be deemed transferred o the,
Share Escrow Agent (as defined in- Section 14 below) as et forth in this Article VII.

SFE\D2746204 . S.
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SECTION 2. If, potwithstanding any ather provisions of this Article VII, there is a
purported Transfer or other change in the capital structure of the Corporation such that any
Person would Beacficially Own shayes of Capital Stock in excess of the Owpership Limit (s
~Pusporied Owner”), then, upon such Transfer or change in capital structure, such sharey of
Capital Stock in excess of the Ownership Limit shall be Excess Shares for purposes of this
Asticle VII; provided, however, that in the event that any Person becomes a Purported Owner
o9 a result of Beneficial Ownership of Capital Stock of one Person being aggregated with
apnother Person, then the number of Excess Shares subject to this Article VU shall be allocated
Pro rata among each Purported Qwaer in proportion to each Person’s total Beneficial
Ovwmership (without regard to any aggregation with another Person pursnant to
Section 14(b)(4) or (5) of this Article VII). Upon the ocsurrence of any eveat that would
causc zny Person to exceed the Ownership Limit (including without limitstion the expiration
of & voting trust, without being reaewed on substantially similar texms, thot eatited such :

. Person 10 an exemption from the Owpership Limit), all shares of Capltal Stock Bencficially -
Owned by such Person in excess of the Ownership Limit shall also be Excess Shares for
purposes of this Article VII, such Persen shall be deemed the Purpotted Owner of such
Bxcess Shares and such Person’s rights in such Excess Shares shall be as preseribed in this
Article VII. - Excesy Shares shall not constitute a sepjirate class of Capital Stock.

SECTION 3. If the Corporation at any time determines that a Transfer has taken.
place in violation of Section 1 of this Anticle VII or that a Purported Owaer intends to acquire
or has awempted to acquire Beneficial Ownership of any shares of Capital Stock in violation
of Section 1 of this Article VII. the Corporation shall take such sction as it deems sdvisable
to refusc to give effect w or to prevent such Transfer, including, without limitation, refusing
to give cffect to such Transfer on the books of the Corporation or institnsting proceedings to
enjoin or rescind such Transfer; provided, however, that any purported Transfers in violation
of Section 1 of this Article VII shall automatically result in all shares of Capital Stock in
excess of the Ownership Limit being desmed Bxcess Shares. Notwithstanding the foregoing,

pothing contained in this Article VII shall limit the authority of the Carporation to take.such
other action as jt deems necessary or advisable to.protect the Corporation and the interests of
is stockhoiders. :

SECTION 4. Any Purported Owaer who acquires or ottempis to acquire shares of
- Capital Stock in viclaticu of Section 1 of this Anicle VII, or a0y Purported Owner who isa -
transferes such that any ghares of Capital Stock are desmed Bxcess Shares under Section 2 of .
this Article VII, shall immediatsly give written notice to the. Corporation of such event and
sball provide to the Corporetion such. other information as the Corporstion may request.

SECTION §. Euch certificatc for Capital Stock issued by the Corporation shall bear
the following legend:

_ The shares of stock represeated by thiy centificate ore subject w
restricions oa owanership and transfer. No Parson shull Beneficially Own
shares of Capiral Stock in excess of the Owmership Limit (zs defined in
Article VII, Section 14 of tha Restated Certificate of Incorporution of the
Corporation). Subject to certain lmited specific exemptions, Beneficial
Ovwmership of 5% or more of the outstaading ghares of any class of Capital

SFO\OZTETOL : 6.
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Stock will exceed the Ownership Limit. These provisions h;ve been designed
to ensure that the Corporation will not violate the terms of the Licease
Agreement between the Corporation and the Blue Cross and Blue Shield
Association (the "BCBSA"). The Corporation maintains at its principal
exacutive office & copy of the spplicable requirements of the BCBSA rclating
to such restrictions on ownership and transfer, as such requirements may be
amended from time to time, which are open to inspection by the swockholders,
<. ar all reasonable times dumg office hou:s Any Person who attenpts to
beneficially own shares in violetion of this limjatiop must xmmedxately notify
the Corporation. All capitalized terms in this legend have the meanings
ascribed ta them in the Corporation's Restated Certificate of Incorporaticn, as
 the same may be amended from time 1o time, & copy of which, including the
 restrictions on ownership and transfer, will bo seat without charge 10 each
~ ‘stockholder wheo so requests. eonwm:eofmym&nwmd
cause any Person to exceed the Own Limit (including without limitation
the expiration of a voting trust that entitded such Person @ an exemption from
the Ownmhxp Limit), all shayes of Capital Stock Beneficially Owned by such
Person in excess of the Ownership Limit will agtomarically be dezmed Excess
"Shares and be transferred immediately 10 the Share Escrow Agent and be
subject to the provisions of the Carporation’s Restated Certificare of
Incarparstion and the Share Escrow Ageat Agreement, & copy of which the
Cmpumﬁon maintains at its principal executive office. The forcgoing summary
of the restrictions on ovwmership aad wansfer is qualified in its cotirety by
refereoce to th: Corporatwn‘s Restzted Ce.mﬁeate of lncorporarion.

SECTION 6 Upou the occurrence of a Tramfer or an event that results in Excess
Sharcs pursuant to Section 2 of this Article VII, such Excess Shares shall automatically be

-gansferred immediately to the Share Esqow Ageat, which Bxeess Shares, subject to the

provisions of this Article VII, shall be held by the Share Escrow Agent until such time as the

“Bxcess Shares are trmsferred to ¢ Person whose acquisition thereof will not violate the

Owaership Limit (2 “Permitted Transferes™) and the Share Escrow Agent shall by authorized
10 exccute any and all documents sufficient to transfer title to amy Permitted Transferee, even
in the sbsence of receipt of certificate(s) representing Bxcess Shares. The Corporation shall |
ukcmchachonsosudmnmnymgmeffmwmhtransfertotheSha:eEscrcw :
Agent, including by issuing 8 stop ttansfer order to the Corporation's transfer agent with
respect 1o any mitempted transfer by the Purported Owmer or its nominee of auy Excess Shares
and by giving effect, or by instructing the Corporation’s transfer agent to give effect, 1o such
transfer to a Permitted Transferee on the books of tie . Bxtess Shares so beld
shall be issued und outstanding shares' of Capital Stack. The Puxpo:tzd Ovwner shall have no
rights in such Excess Shares except as provided in Sections 7,.8, and 11 of this Article VI

snd the administration of the Bxcess Shares escrow shall be governed by Ge tenns of g Share
Escrow Agent Agrecment. .

SECTION 7. The Share Eserow Ageat, s record bolder of Exeess Shares, shall be
eutited to receive all dividends and distributions as may be declared by the Board of

Directors with respect to Excess Shares (the "Excess Share Dividends™) and shall hold the
Excm Sbare Dividends until disbursed in accordance with the provisions of Section 11

BFE\E27C204 7.
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following. The Purported Owner, with respect to Excess Shares purp?ﬂed 0 bc-Bneﬁcially
Owned by such Purparted Owner prior to such time that the Cofporetion determines that such”
shares are Excess Shares, shall repay to the Share Escrow Agent the amount of any Excess
Share Dividends received by it that (i) are attributable to my Excess Shares aad (if) the

record date of which is on or after the date thae such shares become Excess Sharcs. The
Corporation shall take all measures that it determines reasonably gecessary o recover the
amount of any Excess Share Dividends puid to a Purported Owner, including, if nccessary,
withholding any portion of future dividends or distributions payable on shares of Capital

Stock Beneficially Owned by eny Parported Owaer (including on shares which fall below the -
Ownership Limit as well as on Excess Sheres), and, s soon as practicable following the

Corporation's receipt or witbhelding thereof, shall pay over to the Share Escrow Agent the
dividends so received or withheld, as the case may be.

~ BECTION 8. In the event of ady. vSluntary or involuntary liquidstion, dissclution, or
winding up of, or any distribution of the sssets of, the Corporatien, the Share Escrow Ageat
shall be extitled to receive, ratably with cach other holder of Capital Stock of the same class
or series, that portion of the assets of the Corporation that is available for distyibution to the -
holders of such class or serics of Capital Stock. The-Share Escrow Ageat shall disuibute to
the Purported Owner the amounts received upon such liquidations, disselution or winding up
or distributiog in accordance with the provisions of Section 11 of this Article VII.

SECTION 9. The Share Escrow Agent shall be entitled 1o vote all Excess Shares.
The Share Bscrow Agent shall be instructed by the Corporation to vote, consept or assent the
. Bxcess Shares as follows: (i) if the matter concemed is the election of directors, the Share
Escrow Agent shall vote, consent or sssent the whole number of Bxcess Shares held by the
Share Escrow Agent for each director by mmltiplyiog the number of votes held in escrow by a
fraction, the mumecrator of which is the number of Nonaffiliared Votes cast for the director and
the denaminetor of which is the number of Nonsffilinted Votes that could have been cast in
the election of the director and are present in person or by proxy at the meeting; (i) where
. the matter under the DGCL or this Restated Certificats of Incorporation or the Bylaws of the
Corporation requires at least an absolute majority of all outstanding shares.of Common Stock
in order to be effected, then the Share Bscrow Agent shall vote, assent or consent &l of such
Excess Shares in favor of or in opposition te such matcr as the majority of all Noneffliated
Votes are cast; and (jii) on 21l other matrers, the Share Bserow Agent shell at all times vete,
assent or consent all of such shares in the identien] proportion in favor of or in opposition to
such marter as Nagaffiliated Votes are cast. If any caloulation of votes under the preceding
seatence would require a fractional vote, the Shere Escrow Agent shall vote the next lower
number of whole Excess Shares. The Sharc Escrow Agent shall use all reasonable
- commercial efforts to easure, with respect to Excess Shares, that such Excess Bhares are
counted as being presest for the purposes of any quorum required for stockholder-action -of
the Corporation and to vote as set forth abave. For purposes of this Restated Certificate of
Incorp

aration, "Nonsffiliated Votes” strall mean the votes cast by stockholders other than any
Share Escrow Agent with respect to Excess Shares.

SES\DZT4204 8.
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SECT'ION 10.

(2) Io an orderly fashion 50 & net to ma:mdly sdversely aﬁect the price of
Commeon Stock on the New York: Stock Exchange or, if Common Stock is ot listed on the
New York Stock Exchange, on the exchange or other principal masket on which Canynon
Stock is traded, the Sharc Escrow Agent shall scll or cause the sale of Excess Shares at such
time or times as the Share Bserow Agent determines to be appropriate. The Share Bscrow
Agent ghall bave the right to mke such actions as the Share Bscrow Agent deems sppropriate
to seek to restrict sale of the shares to Pamitted Transferees.

(t)  The Share Escrow Agent shall have the power to convey to the purchaser of
sny Excess Shares sold by the Share Escrow Agent ownerzhip of the Excess Shares free of

-mymmofthcPmmmﬁdmmzmmsuzumd&eeofmyomadvme
mumngmmghmemymo\mu

_ () Upon acquisition by any Permined Transferee of any Excess Shares sold by the
Share Bscrow Agent or the Purparted Owner, such shares shall upmsuchnlecmetobe
Excess Shares and shall become regular shares of Capital Stock in the class to which the

Excess Shares belong, and the purchaser of such shares shall acquire such shares free of any
clexms of the Sharc Bscrow Agent or the Purported Owner.

(@  To the extant permitted by law, noge of the Cerporados, the Share Bscrow

Apgent or anyone else shall have any Hability to the Purparted Owmer or aayone else by reason
of aay action or inaction the Corperation or the Share Escrow Agent shall take which either
shall in good faith believe 1o be within the seope of its authority under this Article VII or by
reason of any decision as to when ur how to sell any BExcess Shares of by reason of any other
action or inaction in connection with activities under this Article VII which does not
constitute gross negligence or willful misconduct. Withowt limiting by implication the scope

. of the preceding sentence, 10 the extent permitted by 1aw, (8) neither the Sharé Bscrow Agent
nor the Cofporation shall have any linbility oa grounds. that either failed to take astions which
would have produced higher proceeds for any of the Excess Shares or by reasen of the

* manper or timing for any disposition of any Excess Shares and (b) the Shure Becrow Agent
shall not be desmed to be s ﬂdur.wzy or Ageat of eny Puporied Owaer.

SECTION 11. The proceeds from the sale of the Excess Shares to a Permitted
Trassferee aud any Excess Share Dividends shall be distdbuted as follows: (§) firsy, w0 the
Shar¢ Escrow Agent for any costs and expenses incurred in respect of its administration-of the

- Exeess Shares that bave not thertiofore been reimbursed by the Corporation; (if) second, to

- the Corpamﬁcm for all costs.and expenses incurred by the Corporation in connection with the
eppointment of the Shere Escrow Agear, the payment of fees to the Share Escrow Ageat with

- respect to the services provided by the Share Bscrow Agent in respect of ‘the escrow and sl
funds expended by the Corporation to reimburse the Share Escrow Agent fer costs and
expeases incurrad by the Share Escrow Agent in respest of its sdministration of the Excess
Shares and for all fees, disbursements and expenses ipciared by the Share Escrow Agent in
connection with the sale of the Excess Shares; and (in):tird, the remainder thereof (as the
case may be) to the Purporied Ownet or the Person Who was the holder of recard before the
shares were transferred to the Share Escrow Agent (depending on who shall at such time be

SEE\027420% ' 9.
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entifled o any economic interest in the Excess Shares); provided, however, if the Share
Escrow Agent shall have any questions as to whether agy security iotarest or other intetest
sdverse to the Purported Owner shall bave existed with respect to any Excess Shares, the
Share Escrow Apeot shall not be obligated to disburse proceeds for those shares vatil the
Share Bscrow Agent is provided with such evideace as the Share Escrow Agent shall deem
necessary to determine the parties who-ghall be eatitled such proceeds.

SECTION 12. Subject 10 Section 13 of this Article VII, nothing contained in this
Article VI or in any other provision of this Restated Certificate of Incorporation shall limit
the authority of the Corporation 1o take such other action as it deeams necess:gy or advisable
to protect the Corporation and the imterests of ity stockholders.

SECTION 13. Nothing in this Restated Certificate of Incorporation shall preclude the
settlement of any transsctions entered into through the facilitics of the New York Stock

Exchange or.any other exchange or through the means of aqy sutomated quotation system
now or hercafter in effect. : o

SECTION 16. The following definitions shall apply with respect 10 this Article VII:

“affiliare™ and "sssociate” shall have the regpective meanings ascribed to such-
terms in Rule 12b-2 of the General Rules and Regulations under the Securities Exchange Act
of 1934, as amended or supplementad (the "Bxchange Act™) at the time as of which the tem
shall be applicd and any other federal law which BCBSA shall reasonably judge to have

replaced or supplemented the coverage of the Exchange Act as in effect at May 20, 1996.

(b)  Except as is provided in (c) of this Section 14, o Person shall be deemed to

- "Beneficially Own," be the "Beneficial Owner" of or have “Beneficial Ownership™ of any
Capital Stock:

: (1)  in which such Person shall then have a direct or indirect beneficial
¢wnership mt:rcst; '

(2) in which yuch Person shall have the right to acquire any direct ar
" indirest beneficial ownership interest pursuant to any option ot other agreement {either
irronediately or after the passege of time of the occurrence of any contingency);

(3)  which such Pergon shall have the right to vore;

(4)  in which such Pergon sball hold ény other interest which would count in
detzrmining whether such Persop would be required to-file a Schedule 13D; or

_ (5)  which shall be Beaeficilly Owasd (wnder e concepts provided in the
preceding clauses) by any affilinte or associste of the particular Ferson ot by any other Person

with whom the particulzr Person or ady such affiliate or assaciars has any sgreement,
srrangement or understanding (ether than customary agreements with and between
underwriters and selling group members- with regpect (o a bona fide pudlic offering of
securitics and other than pursuant to that certain Registration Rights Agreement between the

SF6\027420¢ ' 10.
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jon and Western Health Partnerships dated as of May 20, 1996 relahng to the
a:qmm;on, holdmg, voting or disposing of any securities of the Corporation).

(G) The followiag provisions are included to clarify (b) ahave:

(1) A Person shall not be decmed to Beneficially Own, be the Beneficial
Owner of, or have Beneficial Ownership of Capital Stock by reason of posscssing the right to
vote if (i) such right arises solely from &8 revoceble proxy or copsent given to such Peryon in
response to a public proxy or consent solicitation made pursuant 10, and in accordance with,
the applicable rules and regulations promulgated under the Exchange Act, and (if) such Person
is not the Purpomd Owner of any Bxcess Shares, is not named as holdmg a beneficiul

merahap interest in any Capital Stock in any filing on Schedule 13D and is oot an affiliatz
or gssociate of any such Purported meornmedl’erson

2 Amemberofa sational ‘securities exchange or a:eg:swred depositary
shall not be deemed to Beneficially Own, be the Bencficial Owner of or bave Beneficial
Owaership of Capital Stock held directly or indirectly by it an behalf of another Person (and -
not for its awn account) solely because such member or depositary is the record holder of
such Capital Stock, and (in the case of such member). pursuant to the rules of such uchange.
such member may direct the vote of such Capital Stock without instruction on matters which
are uncontested and do not affect substantially the rights or privileges of the halders of the
Capiral Stock to be voted but is otherwise precluded by the rules of such exchange from -
voting such Capital Stock without instruction on either cantasted maners or matters that may

affect submannally the rights or the privileges of the helders of such Capital Stock to be
voted.

(3) A Person who in the ordinary course of business is e pledgee of Capital
Stock under a written pledge agreernest shall not be deemed to Beneficially Own, be the

Beneficial Owuer of or bave Bepeficial Ownership of such pledged Capital Stock solely by
reason of such pledge until the yledgec has-taken gl fonmel steps which are necessary to

. declare a default or has otherwise acquired the power to vote or to direct to vote such pledged

Capital Stock, provided that;
{
. @ the Pledzc agreement is booa fide and was not entered into with
the purpese nor with-the effect of chanping or influeacing the control of the Corporation, not

in connection with aoy transactiop having such purpose or effect, including any transa:um
subject 1o Rule lad-.‘z(b) promulgated under the Ex:hange Acty and

) . thepledgeagremmdoesnot grant o the pledges the right ©

" wotz or to direct the vete of the pledged securities prior to the time the pledges-has taken all

formal steps which wxe necessary 10 declare a default.

(4 APeasson =nzagcd in business W & upderwriter er @ placement ggent
for securities who enters into an agresment to acquire or acquires Capital Stock solely- by
reason of its participation in good faith and in the ordinary course of its business in the
cepacity of underwriter or placement ageat in any underwyiting of 8gent representation
registered under the Securities Act of 1933, as amended and in effect at May 20, 1996 (the

SPE\DIPELOL 1l
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~Securities Act™), a bona fide private placemest, 3 resale under Rule ‘144A promulgated under
the Securities Act or in any foreign or ether offering exempt from the registration
requircments under the Securities Act shall not be deemed to Beneficially Owa, be the
Beneficial Owner of or have Beneficial Ownership of such securities yntil the expiration of
forty (40) days after the date of such acquisition so loog as (i) such Person does not vote such
Capital Stock during such period end (ii) such participation is not with the purpose or with
the effect of changing or influepcing control of the Corporation, nior in. connection with ar

facilitating any transaction having such purpose or effect, including apy transaction subject 1o
Rule 13d-3(b) promulgated upder the Exchange Act.

()] Ifthecmpwahonsknusell shares in a transaction not involving any
public offering, then each purcheser in such offering shall be deemed to obtxin Beneficial
Ownership in such offering of the shares purchased by such purchaser, but no pasticular
purchaser shall be deemed 1o Bepeficially Owg or have acquired Beneficial Ownership or be
the Beneficial Owner in such offering of shares purchixsed by zny other purchaser solely by
reason of the fact that all such purchasers arz parties 1o customary ngtments telating to the

purchase of equity secwrities directly from the proranon in @ transaction not involving a
public offcring, provided that

() all the purchasery gre pessons specified in Rule 13d-1(b)(1)(i)
promulgated under the Exchange Act;

() the purchose is in thé erdipary. eourse of each purchaser's
business end not with the purpose nor with the offest of changing or influencing control of
the Corporation, nor in connection with or as 3 participant in any transaction having such

purpose or effect, including any transaction subject to Rule 13d-3(b) promuigated under the
Exchange Act; .

(iif) theecisno &greemvat. nong or between any purchasers to ast

together with respect to the Corporation or its secarities except for the purpose of fwhtzang
the specific purchas: involved; and

(v) the only actions among or between any putchasers with respect
to the Corporaticn or its securities subsequent to the closing date of the nonpublic offering are

those which arc gecessary to conclude miisterial matters directly telated to the completion of
the offer or sale of the securities sold in such offering.

(6 'ﬂxe Share Escross Agent shall not be decmed to be the Beneficial -
Owner of any Excess Sharey held by suck Share Escrow- Agent pursuant to a Share Escrow
Agreemen

Agent t, nor ahall ey such Excess Shares be aggregated with any other shere of
Capital Stock held by affilistes or associates of such Share Bscrow Agent.

()] Capml Stock™ shall mean shares (or sny other basic unit) of aay class or
unes of any voting security which the Corporstion may at any time issue or be authorized to
issue, that entitles the holder thereof to votz on any elestion. but not necssaﬁly all clections,
of directors. To the extent that classes or series of Capital Stock vote together in the election
of directars with equal votes per share, they shall be trested as 2 single class of Capital Stack

SFE\OTTL2SC 12.
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for the purpase of computing the relevant Ownmh:p Limit or the nght to amend ﬁns
Restated Certificate of Incorporation. .

()  “License Agreemenr thall mean the license agreemeuz between the Corporation
and the BCBSA, including any and a1l addenda thereto, now in effect and. a5 it may be
amended, modified, superseded and/or replaced from time to time, with respect to, amnong
other things, the "Blue Cross” name and merk.

()  “"Ownership Limir" shall mean the following:

(1) - Except s otherwise expressly provided in this Subsection (f) and
subject to Section 15(a), the mebpt,imitshaubeﬂ\atnmbaofshm of Cepital Stock

. .one share Jower than the number-of shares of Capital Stock which would reprmt 5% of the
Vutmg Power.

\

(2) Inthe event the Coxporntion and BCBSA shall agree in writing, through
an amendment of the License Agrecmest ar otherwise, (at an Ownership Limit of 2 hi

gher
percentage then that prescribed in clause (1) shall app!:'- then the Ownush:p Limit shall be as .
specified in such written ageemem

(3) 1o the event any pamculat Person shall Beneficially Own sharey of
Capital Stock in excess of the Ownership Limit which would apply were it not for this clause
(3) (the "Regular Limit“), such ownership shall got be deemed to exceed the Ownership Limit
provided that (i) such Person shall ot al eny time Beneficially Own shaycs .of Cepitwl Stock
in .excess of the Regular Limit plus 1% and (if) within thirty (30) days of the time when the
particular Person becomes aware of the fact that the regular Limit has been exceeded, the
particular Person reduces such Person's Beneficial Ownership below the Regular Limit

() “Persoo” zhall mean any individual, firm, partnership, corporation, trust,
association, joint venture or other entity, end shall include any successor (by merger or
otherwise) of any such entity. :

(b) "Schedule 13D" mezns a report ou Schedule 13D under Regulation 13D of the
Exchange Act as in effect st May 20, 1996 end apy report which may be required in the
fuure under agy requirements which BCBSA shall reasonably judge to have any of the.
purposes served by Schedule 13D as in effect at May 220. 1996.

()  "Sbare Escrow Agent* shall mean the Person appcuntad by the Cerporattcn 10
3ct as cIQUW agent with respect to same or 21l of the Excess Shares.

()] *Transfer” shall mean tay sale, tragsfer, gif, bypothaw&on. pledge,
assxsmncm. devise or other disposition of Capital Stock (including (i) the granting of any
option or eutering into eny ugrecment for the sale, wansfer or other dxspasmcm of Capital
Stock or @in the sale, transfer, assignment or other disposition of any securities or riphts
canvertible into or exchangeable for Capital Stock), whether voluntary or invaluntary, whether
of record, constructively or bcneﬁciany and whether by operstion of law or oherwise.

STE\0ZT620¢ ' 13.
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() “Voting Power." The percentage of the votiag power atiributable to the shares
of Capital Stack Bencficially Owned by any particular Porson shell be equal to the percentage
of all votes which could be cast in uny clection of any director which could be accounted for
by the shares of Capital Stock Bmeﬁaally Owned by that particular Person. 1f in connection
with 2o election for 2oy particular position on the Board, sheres in different classes or serics
are entitled o be voted together for purposes of such election, then in determining the number
of "all votes which could be cast" in the clection for that particular position for purposes of
the preceding sentence, the number shall br equal to the pumber of votes which could be cast
in the election for that particular position if all sheres eatitled to be voted in such clection
(n:gmllss of series or class) were in fact voted in such election. If the Cerparatien shall
issue any series or class of shares for which positions on the Board are reserved or shaf]
otherwise issue shares which have voting rights which.can grise or vary based upen terms
governing that class or series, then the percentage of the voting power represented by the
ghares of Capital.Stock Beaeficially Owned by any particuler Person shall be the highest
percentage of the total votes which conld be ted for by those shares in any election of

SECTION 15. (2) This Article VII shall not be applicable with respect o eny
outstanding shares of Capital Stock of the Corporatioa owned by the California HealthCare . .
Foundation (the "Foundation") which were (i) issued by the Corporation in exchange for
“Original Shares" (such shares of Capital Stock being referred to as “Bxchange Shares™) or (ii)
acquired by the Foundation with respect 1o Bxchange Shares as a result of a stock dividend,
stock split, conversion, recapitalization, exchange of shares or the like, so long as such Capital

'Stock of this Corporation shall be Beneficially Ovmed by the Feundation or an affiliate of the

Fowxc}anon or by 2 trustze for the account of the Foundation or affiliate of the Foundation.

"Original Shares" means shares of capital stoek of WellPoint California owned by the

Foundation which were outstanding on May 20, 1996, and shares of WellPoint California
acquired by fhe Foundation with respect to such shares after such time as a result of a stock
dividend, stock split, conversion, recapitalization, exchange of shares or the like. All (1)
Bxchange Shores and such other shares of Capital Stock received by the Foundation or
affiliaez of the Fougdation or by 8 trustee for the sccount of the Foundation or affiliate of the
Foundarion us & result of 3 stock dividend, wtock split, conversion, recapitalization, exchange
‘of shares or the like relating to such Exchanpe Shares chall be zggregated with (2) any other
shares of Capital Stack for which the Foundation or affiliste or trustee of the Foundation
becomes a Beneficial Owner, including shares of Capital Stock issued in exchange for shares
of WellPoint California which were not Original Sharcs (all such shares referred 0 in the
immediately preceding clanse (2) being defined as "After Acquired Shares*), in determiniag if

.such Afler Acquired Shares are Exccss Shares. Upon the transfer of auy Beneficial

Ownership interest in any Exchange Shares and such other shares of Capital Stock received
by the Foundation or affiliate of the Foundation or by a trustee for the account of the
Foundation or affiliate of the Foundation as a result of & stock dividend, stock split,
conversion, recapitalization, exchzape of shares or tie like velutdg w0 such Exchange Shares,
from the Roundation or affiliate or wrustes thereof o any unaffiliated wansferas, tha: Cupnital
Stock shall become fully subject o this Article VII from and at gl times after such.transfer.

Any Bxchange Shares and such other shares of Capital Stock received by tie
Foundation or affiliate of the Foundation or by = trustee for the account of the Poundatien or
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affiliate of the Foundaticn as @ result of a stock dividend, stock split, conversion,
recapitalization, exchange of shares or the like relating to such Exchange Shares shall
automatically become subject to. this Asticle VIT upon transfer to any affiliate or trustee of the
Foundation, unless such affilinte or trustee is svbject to a binding obligation te vote such
shares in the manner prescribed by the temms of the Voting Agrecmest dated May 20, 1996 or
Voting Trust Agreement dated May 8, 1996 (as such sgreements or replacements thereof may
be in effect from time to time), whichever is applicable, entered into by the Foundation with
-respect to Original Sbhares subject to such ngresment For puposes of this Section 15(a),

neither The Califoraia Endowment nor any of its successors in mterst or afﬁhaes shall be
deemned to be an affiliate of the Foundation.

() - This Article VII ¢hall became ineffective and of 1o ﬁmherfom mddfectm
the event that the Corporation ceases to be subject 1o any License Agreement.

() Subjectto (a) and (b) abave, die Board of Directors of the Corporstion has the
power to interpret this Article VII and, in the absence of manifest error, any m:rpmztlon by
the Board of Directors of the Cerporation shall be binding; provided, however, that in meking

any such interpretation, the Board of Directors of the Corporation shall consider the
Corporation's obligations to the BCBSA, wherever relevant.

* ARTICLE VI
NO PREFERENTIAL RIGHTS

No stockholder of the Corporation shall, by réason of his, ixer or its holding shares of
any ¢lass, have any préemptive or preferential rights to purchase or siubscribe to any shares of
the Corporation now or hereafier to be authorized, or any notes, debentures, bonds or oter

securitics convertible into or carrying options or werrants to purchase shares of any class pow
or hereafter to be authorized (whelher or not the issuanees of any such shares or such notes,

debentures, buuds or other securities would adversely affect the dividend or votng rights of
such stockbolder) other than such rights, if any, as the Board of Directors in its discretion
-fmmumetoummaygrm znd at such price a5 the Board of Directors may fix; and the.

Board of Directors muy issue shares of the Corporation of any notes, debentures, bonds or

other securitics, convertible into or carrying options or warrants to purchase shares without
offenng any such shzres, either in whole or in part, to the existing nockholdas

ARTICLE IX
NO CITM'ULA'ITVE VOTING

Stockholdus @re not eatitled to cumulate votes st eny el::ucn of directors.

ARTIGE X
BODKS AND RECORDS

The books and records of the Corporation may be kept (subject to any prov:s:cn
containcd in e statutes) at such place or places as may be designated from time to time by
the Board of Directors or in te Bylaws of the Corporation.

SFE\OTNER04 18.
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‘ARTICLE X1
RIGHT TO AMEND RESTATED CERTIFICATE OF INCORPORATION

The Corporation. reserves the right to Change any provisian contained in this Restated .
-Certificate of Incorporation, ju the manner aow ar hereafter prescribed by stawute, and all
.sights canferred upon stockholders hierein arc greated subject to this rescrvation; provided,

however, that subject m the povwers and rights provided for hexela with respect to Prefarred
Stack issued by the Carporasion, if any, but st withstanding anything else contained in this-
Restated Certificate of Incarperation to the cagoary, (5) the affirmative vote of the holders of
at least seventy-five pereznt (75%) of each class of the shares of Capital Stock, rcprmnted
and voting at & duly held mecting of stockholders of the Corporatian at which 2 quorum is
prescot, voting by class, shall be required to Change Secticns 1, 2, 6, § and 10 of Article TV,
Anicle VIL Article IX or this Article X} (b) no xmendment of this Restated Cextificate of
Incorporation as described in the.preceding claase (&) chall be effective valess appraved by ™ -
the afSmative vote of a majority of the outstanding shares of Capital Stock entiffed to vote,

" (c) the pravisions of clause () above shall not apply to any apiepdment to Article VII 10
conform Amicle VI to 2 chisage to the terins of the License Agrezment ar to any amendment
to Article VIL required.ar pamitted by the RCBSA (whether ar not eoustituting a change to
the terms of the License Agreement) and (d) the pravisicns of clanses (), (b) and (¢) above

sball becoms incflective and of uo further faree and effect in the event that the Corporation
ceases o be subject ta any License Agreement.

ARTICLE XX
REGISTERED AGENT

The address of the registered office of the corporatiop in the State of Delgware js 1209

Orange Steet, in the City of Wilmington, County of New Castle. The name of 1ts regiseered
pgenr at such address is The Corperation Trust Coxpany.

FOUR: The foregaing anendment and restatemneant of the Cc.mﬁcatc of
Incarporation was dnly adopted in accordance with Sections 242 and 24§ of the Delaware
Gcnera! Corporation Law.

We further declare under penalty of perjury under the taws of the State of Delaware
" that the maxers ¢ct forth in this Ceruficate are true and correct of our own knowledge.
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WId ura woma.
avran

BT T SYATIIAY avrar vy oTe0y anen resrason



TAUM LUATURALIVIE 1Ved JVTLie ¥ JUiviTvsTy R N AR v

IN WITNESS WHEREOF, the und:ma:ed have
2 , 1997,

écﬁae = . B

Chief Execuuvt Ofﬁcf}

T Eeman  C o
Thomas C. Geiger, Secretary
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The undersigned certify under penalry of pcqury that they have read the foregoing
Restated Certificate of Incarporation and kmow the contents thereof &bd that the Starements
therein are trus and correct.

Exccured at Los Angeles, California, on

Lecoard D. Schacffer,
Chief Executive Officsyy

dilavrms & fOcopnn
Thomas C. Geiser, Sccretary

“,
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BYLAWS OF WELLPOINT HEALTH NETWORKS INC.

ARTICLE 1
OFFICES

SECTION 1. PRINCIPAL OFFICE

The Board of Directors shall fix the location of the principal executive
office of the Corporation at any place within or outside the State of
Delaware, If the principal executive office is located outside this state,
and the Corporation has one or more business offices in this state, the Board
of Directors shall fix and designate a principal business office in the State
of Delaware. .

SECTION 2. OTHER OFFICES A

The Board of Directors may at any time establish branch or subordinate
offices at any place or places within or outside the State of Delaware as the
Board of Directors may from time to time determine or as the business of the
Corporation may require.

ARTICLE 11
MEETINGS OF STOCKHOLDERS

SECTION 1. PLACE OF MEETINGS

Meetings of stockholders shall be held at any place within or outside
the State of Delaware designated by the Board of Directors. In the absence
of any such designation by the Board of Directors, stockholders®' meetings
shall be held at the principal executive office of the Corporation.

SECTION 2. ANNUAL MEETINGS

The annual meeting of the stockholders for the election of directors and
for the transaction of such other business as may properly come before such
meeting shall be held on the second Tuesday of May each year at 10:00 A.K,,
if not a legal holiday under the laws of the place where such meeting is to
be held, and if a legal holiday, then on the next succeeding day not a legal
holiday under the laws of that place, or on such other date and at such hour
as may be fixed from time to time by the Board of Directors.

SECTION 3. SPECIAL MEETINGS

Subject to the rights of holders of any class or series of stock having
a preference over the Corporation’s common stock (the °Common Stock®), a
special meeting of the stockholders may be called at any time by a majority
of the entire Board of Directors, the Chairman of the Board, the President or

the holders of shares entitled to cast not less than 10% of the votes at the
meeting.

If a special meeting is called by any person or persons other than the
Board of Directors, the Chairman of the Board of" the President, the request
shall be in writing, specifying the time of such

1.
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meeting and the general nature of the business proposed to be transacted, and
shall be delivered personally or sent by registered mail or by telegraphic or
other facsimile transmission to the Chairman of the Board, the President, any
Vice President, or the Secretary of the Corporation.

SECTION 4. NOTICE OF STOCKHOLDERS' MEETINGS

All notices of meetings of stockholders shall be sent or otherwise given
in accordance with Section 5 of this Article II not less than 10 nor more
than 60 days before the date of the meeting. The notice shall specify the
place, date and hour of the meeting and (i) in the case of a special meeting,
the general nature of the business to be transacted, and no other business
may be transacted or (ii) in the case of the annual meeting, those matters
which the Board of Directors, at the time of giving the notice, intends to
present for action by the stockholders. The motice of any meeting at which
directors are to be elected shall include the names of nominees dntended at

the time of the notice to be presented by the Board of Directors for election.

If action is proposed to be taken at any meeting for approval of (i)
amendment of the Certificate of Incorporation, pursuant to Section 242 of the
Delaware General Corporation Law (the *DGCL®), (ii) a merger or
consolidation of the Corporation, pursuant to Subchapter IX of the DGCL, or
(iii) a voluntary dissolution of the Corporation, pursuant to Subchapter X of
the DGCL; the notice shall also state the general nature of that proposal.

SECTION 5. MANNER OF GIVING NOTICE; AFFIDAVIT OF NOTICE

Notice of any meeting of stockholders shall be given either personally
or by first-class mail or telegraphic or other written communication, charges
prepaid, addressed to the stockholder at the address of that stockholder
appearing on the books of the Corporation or given by the stockholder to the
Corporation for the purpose of notice. If no such address appears on the
Corporation's books or is given, notice shall be deemed to have been given if
sent to that stockholder by first-class mail or telegraphic or other written
communication to the Corporation’'s principal executive office, or if -
published at least once in a newspaper of general circulation in the county
in which that office is located. Notice shall be deemed to have been given
at the time when delivered personally or deposited in the mail or sent by
telegram or other means of written communication.

I1f any notice addressed to a stockholder at the address of that
stockholder appearing on the books of the Corporation is returned to the
Corporation by the United States Postal Service marked to.indicate that the
United States Postal Service is unable to deliver the notice to the
stockholder at that address, all future notices or reports shall be deemed to
have been duly given without further mailing if such notices or réports shall
be available to the stockholder on written demand of the stockholder at the
principal executive office of the Corporation for a period of one year from
the date of the giving of such notice or report to other stockholders.

An affidavit of the mailing or other means of giving any notice of any
stockholders' meeting shall be executed by the Secretary, Assistant
Secretary, or any transfer agent of the Corporation giving the notice, and
shall be filed and maintained in the minute book of the Corporation.

2.
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SECTION 6. (QUORUM

The presence in person or by proxy of the holders of a majority of the
shares entitled to vote at any meeting of stockholders shall constitute a
quorum (unless reduced by an amendment to the Certificate of Incorporation of
the Corporation, but in any case no fewer than one-third of the shares
entitled to vote) for the transaction of business. The stockholders present
at a duly called or held meeting at which a quorum is present may continue to
do business until adjournment, notwithstanding the withdrawal of enough
stockholders to leave less than a quorum, if any action taken (other than
adjournment) is approved by at least a majority of the shares required to
constitute a quorum,

SECTION 7. ADJOURNED MEETING; NOTICE

"

Any stockholders’ meeting, annual or special, whether or not a quorum is
present, may be adjourned from time to time by the vote of the majority of
the shares represented at that meeting, either in person or by proxy, but in
the absence of a quorum, no other business may be transacted at that meeting,
except as provided in Section 6 of this Article II.

¥hen any meeting of stockholders, either annual or special,-is adjourned
to another time or place, notice need not be given of the adjourned meeting.
if the time and place are announced at a meeting at which the adjournment is
taken, unless a new record date for the adjourned meeting is fixed, or unless
the adjournment is for more than 30 days from the date set for the original
meeting, in which case the Board of Directors shall set a new record date.
Notice of any such adjourned meeting shall be given to each stockholder of
record entitled to vote at the adjourned meeting in accordance. with the
provisions of Sections 4 and 5 of this Article II. At any adjourned meeting

the Corporation may transact any business which might have been transacted. at
the original meeting. .

SECTION 8. VOTING

The stockholders entitled to vote at any meeting of stockholders shall
be determined in accordance with the provisions of Section 11 of this Article
11, subject to the provisions of Section 217 of the DGCL (relating to voting
shares held by a fiduciary, pledges or in joint ownership). The
stockholders’ vote may be by voice vote (unless required by law or determined
by a majority of the Board of Directors to be unadvisable) or by ballot;
PROVIDED, HOWEVER, that any election for directors must be by ballot if .
demanded by any stockholder before the voting has begun. Any- stockhelder may
vote part of the shares in favor of the proposal and refrain from voting the
remaining shares or vote them against the proposal, but,- if the stockholder
tails to specify the number of shares which such stockholder is voting
affirmatively, it will be conclusively presumed that the stockholder's
approving vote is with respect to all shares that such stockholder is
entitled to vote. If a quorum is present, the affirmative .vote of the
majority of the shares represented at the meeting and entitled to vote on any
matter (other than the election of directors) shall be the act of the
stockholders, unless the vote of a greater number or voting by classes is
required under applicable law or by the Certificate of Incorporation.

At a stockholders' meeting at which directors are to be elected no
stockholder shall be entitled to cumulate votes.

3.
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At any meeting of stockholders at which shares of Common Stock are voted
that are held of record by the trustee pursuant to the Voting Trust Agreement
(the “Foundation Voting Trust™) effective as of May 20, 1986 by and between
California HealthCare Foundation and Wilmington Trust Company, as trustee
(the *Foundation Trust Shares®) (or any successor agreement thereto) or
held by the Share Escrow Agent pursuant to Article VII of the Corporation's
Certificate of Incorporation.(‘Excess Shares*), the polls at such meeting
shall be conditionally closed .following such time as stockholders have cast
their votes either by proxy or by ballot. Thereafter, following a
preliminary tabulation of the votes cast at such meeting, the polls shall be
reopsned solely for the purpose of permitting the Foundation Trust Shares,
and any Excess Shares pursuant to Article VII of the Corporation's '
Certificate of Incorporation, if any, to be voted in accordance with the
Foundation Voting Trust, or Article VII of the Corporation’s Certificate of
Incorporation, as the case may be. \

SECTION 9. WAIVER OF NOTICE OR CONSENT BY ABSENT STOCKHOLDERS

The transactions of any meeting of the stockholders, either annual or
special, however called and noticed, and wherever held, shall be as valid as-
though had at a meeting duly held after regular call and notice, if a quorum
be present either in person or by proxy, and if, either before or after the
meeting, each person entitled to vote thereat, not present in person or by
proxy, signs a written waiver of notice or a consent to the holding of the
meeting or an approval -of the minutes thereof. The waiver of notice or
consent need not specify either the business to be transacted or the purpose
of any annual or special meeting of stockholders. All such waivers, consents

or approvals shall be filed with the corporate records or made a part of the
minutes of the meeting.

Attendance by a person at a meeting shall also constitute a waiver of
notice of that meeting, except when the person objects, at the beginning of
the meeting, to the transaction of any business because the meeting is not
lawfully called or convened, and except that attendance at a meeting is not a
waiver of any right to object to the consideration of matters not included in
the notice of the meeting if that objection is expressly made at the meeting.

SECTION 10. STOCKHOLDER ACTION BY WRITTEN CONSENT WITHOUT A MEETING

Notwithstanding anything contained in these Bylaws to the contrary, no
action required or permitted to be taken at any meeting of stockholders of

~ the Corporation may be taken by written consent without a meeting of
stockholders.

SECTION 11. RECORD DATE FOR STOCKHOLDER NOTICE AND VOTING

For purposes of determining the stockholders entitled to notice of any
meeting or to vote, the Board of Directors may fix, in advance, a record
date, which shall not be more than 60 days nor less than 10 days before the
date of any such meeting, and in this event only stockholders of record on
the date so fixed are entitled to notice and to vote, notwithstanding any
transfer of any shares on the books of the Corporation after the record date,
except as otherwise provided in the DGCL.

If the Board of Directors does not so fix a record date, the record date
for determining
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stockholders entitled to notice of or to vote at a meeting of.stockholders
shall be at the close of business on the business day mext preceding the day
on which notice is given or, if notice is waived, at the close of business on
the business day next preceding the day on which the meeting is held.

SECTION 12. PROXIES

Every person entitled to vote for directors or on any other matter shall
have the right to do so either in person or by one or more agents -authorized
by a written proxy signed by the person and filed with the Secretary of the
Corporation. A proxy shall be deemed signed if the stockholder’s name is
placed on the proxy (whether by manual signature, -typewriting, telegraphic
transmission, or otherwise) by the stockholder or the stockholder’s attorney
in fact. A validly executed proxy which does not state that it is
irrevocable shall continue in full force and effect unless (i) revoked by the
person executing it, before the vote pursuant to that proxy, bywa writing
delivered to the Corporation stating that the proxy is revoked, or by a
subsequent proxy executed by, or attendance at the meeting and voting in
person by, the person executing the proxy; or (ii) written notice of the
death or incapacity of the maker of that proxy is received by the Corporation
before the vote pursuant to that proxy is counted; PROVIDED, HOWEVER, that no
proxy shall be valid after the expiration of three (3) years from the date of
the proxy, unless otherwise provided in the proxy. The revocability of a :
proxy that states on its face that it is irrevocable shall be governed by the
provisions of Section 212 of the DGCL.

SECTION 13. INSPECTORS OF ELECTION

Before any meeting of stockholders, the Board of Directors shall appoint
a person other than nominees for office, directors or stockholders to act as
inspectors of election at the meeting or its adjourmment. If any person
appointed as inspector fails to appear or fails or refuses to-act, the
chairman of the meeting shall appoint a person to fill that vacancy.

The inspector shall:

(a) Determine the number of shares outstanding and the voting power.of
each, the shares represented at the meeting, the existence of a quorum, and
the authenticity, validity, and effect of proxies;

{b) Receive votes or ballots;

(c) Hear and determine all challenges and questions in any way arising in
connection with the right to vote;

(d) Count and tabulate all votes;
(e} Determine when the polls shall close;

(f) Determine the result; and

(0) Do any other acts that may be proper to conduct the election or vote
with fairness to

. ms e e e we
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all stockholders.

ARTICLE 111
DIRECTORS

SECTION 1. POWERS

Subject to the provisions of the DGCL and any limitations in the
Corporation's Certificate of Incorporation relating to action required to be
approved by the stockholders or by the outstanding shares, the business and .

affairs of the Corporation shall be managed and all corporate powers shall be
exercised by or under the direction of the Board of Directors.

\
Without prejudice to these general powers, and subject to the same
limitations, the directors shall have the power to:

{a) Select and remove all officers, agents, and employees of the
Corporation; prescribe any powers and duties for them that are consistent
with law, with the Certificate of Incorporation, and with these Bylaws; fix
their compensation; and require from them security for faithful service.

{b) Change the registered office in the State of Delaware from one
location to another; cause the Corporation to be qualified to do business in
any other state, territory, dependency, or country and conduct business
within or outside the State of Delaware; and designate any place within or
outside the State of Delaware for the holding of any stockholders' meeting,
or meetings, including annual meetings.

(c} Adopt, make, and use a corporate seal; prescribe the forms of
certificates of stock; and alter the form of the seal and certificates.

(d) Authorize the issuance of shares of stock of the Corporation on any
lawful terms, in consideration of money paid, labor done, services actually

rendered, debts or securities cancelled, or tangible or intangible property
actually received.

(e) Borrow money and incur indebtedness on behalf of the Corporation, .
and cause to be executed and delivered for the Corporation's purposes, in the
corporate name, promissory notes, bonds, debentures, deeds of trust,

- mortgages, pledges, hypothecations, and other evidences of debt and
securities.

SECTION 2. NUMBER AND QUALIFICATION OF DIRECTORS

Until the expiration of the Initial Period, the Board of Directors shall
consist of nine (9) members. For purposes hereof, *Initial Period® shall
pean the period commencing as of May 20, 1996 and ending upon the date on
which California HealthCare Foundation and its affiliates, when taken
together, cease to Beneficially Own Capital Stock (as defined in Section
14(d) of Article VII of the Corporation’s Certificate of Incorporation) in
excess of the Ownership Limit (as defined in Section 14(f) of Article VII of
the Corporation's Certificate of Incorporation).
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Each of the directors of the Corporation shall hold office for the term
for which he or she is elected and until (i) his or her successor has been
elected and qualified or (ii) his or her earlier death, resignation or
removal. The directors of the Corporation shall be classified, with respect
to the time for which they hold office, into three classes as nearly equal in
number as possible: Class I, consisting of Roger E. Birk, Elizabeth A.
Sanders and Sheila P. Burke, whose term expires at the annual meeting of
stockholders held in 2000, and Class II, consisting of David R. Banks and
Stephen L. Davenport, whose term expires at the annual meeting of
stockholders held in 1998 and Class III, consisting of Julie A. Hill, W.
Toliver Besson and Leonard D. Schaeffer, whose term expires at the annual
aeeting of stockholders held in 1899, with each class to hold office until
its successors are elected and qualified. If the number of directors is
changed by the Board of Directors, then any newly created directorships or
any decrease in directorships shall be so apportioned among thenclasses as to
pake all classes as nearly equal as possible; PROVIDED, that no decrease in
the number of directors shall shorten the term of any incumbent director. At
each annual meeting of the stockholders, subject to the rights of the holders
of any class or series of stock having a preference over the Common Stock as
to dividends or upon liquidation, the successors of the. class of directors
whose term expires at that meeting shall be elected to hold office for a term
expiring at_the annual meeting of stockholders held in the third year
following the year of their election.

Directors need not be stockholders. In any election of directors, the
persons receiving a plurality of the votes cast, up to the number of
directors to be elected in such election, shall be deemed to be elected.

SECTION 3. VACANCIES

In the case of any vacancy on the Board of Directors or in the case of
any newly created directorship, a director elected to fill the vacancy or the
newly created directorship for the unexpired portion of the term being
filled, shall be elected by a vote of not less than a majority of the
directors of the Corporation then in office, from a list of one or more
persons-proposed in accordance with the nominating process specified in
Article 1V, Section 2 of these Bylaws, or, in the absence of such list being -
arrived at in accordance with the nominating process specified in Article 1V,
Section 2 of these Bylaws, then by the vote of a majority of the Board of
Directors, PROVIDED, HOWEVER, during the Initial Period, in the case of .
replacing or filling a vacancy of a BCC Designee (as such term is defined in
Article IV, Section 2), the vote shall be of not less than a majority of the
remaining BCC Designees and, in the case of replacing or filling a vacancy of
a WellPoint Designee (as such tern is defined in Article IV, Section 2), the
vote shall be of not less than a majority of the remaining WellPoint
Designees. Each director so elected shall hold office until the next annual
seeting of the stockholders at which the class for which such director has
been chosen is elected and until a successor has been elected and
qualified. A vacancy or vacancies in the Board of Directors shall be deemed
to exist in the event of the death, resignation, or removal of any director,
or if the Board of Directors by resolution declares vacant the office of a
director who has been declared of unsound mind- by an order -of court or
convicted of a felony, or if the authorized number of directors is increased,
or if the stockholders fail, at any meeting of stockholders at which any

director or directors are elected, to elect the number of directors to be
voted for at that meeting.

The stockholders may elect a director or directors at any time to fill
any vacancy or
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‘ vacancies not filled by the directors.

Any director may resign effective upon giving writtea notice to the
Chairpan of the Board, the President, the Secretary, or the Board of
Directors, unless the notice specifies a later time for that resignation to
become effective. If the resignation of a director is effective at a future
time, the Board of Directors may elect a successor to take office when the
resignation becomes effective.

No reduction of the authorized mumber of directors shall have the effect
of removing any director before that director's term of office expires.

SECTION 4. REMOVAL OF DIRECTORS

Any or all of the directors may be removed, with or without cause, by
the affirmative vote of the holders of a majority of the votinl. powsr of the
shares of the Corporation's stock entitled to vote at an election of
directors. However, a director may not be removed without cause if the votes
cast against removal of the director would be sufficient to elect the
director if voted cumulatively (without regard to whether shares may
otherwise be voted cumulatively) at an election at which the same total
number of votes were cast and either the number of directors elected at the
post recent annual meeting of the stockholders, or if greater, the number of
directors for whom removal is being sought, were then being elected.

SECTION 5. PLACE OF MEETINGS AND MEETINGS BY TELEPHONE

Regular meetings of the Board of Directors may be held at any place
within or outside the State of Delaware that has been designated from time to
time by resolution of the Board of Directors. In the absence of such a
designation, regular meetings shall be held at the principal executive office
of the Corporation. Special meetings of the Board of Directors shall be held
at any place within or outside the State of Delaware that has been designated
in the notice of the meeting or, if not stated in the notice or if there is
no notice, at the principal executive office of the Corporation. Any
meeting, regular or special, may be held by conference telephone, electronic
video screen conmunication or other communications equipment, if (1) each
member participating in the meeting can communicate with all of the other
members concurrently, (2) each member is provided the means of participating
in all matters before the Board of Directors, including the capacity to
propose, or to interpose an objection, to a specific action to be taken by
the Corporation, and (3) the Corporation adopts and implements some means of
verifying that (a) a member communicating by telephone, electronic video
screen, or other communications equipment is a director entitled to
participate in the meeting and (b) all statements, questions, actions, or
votes were made by that director and not by another person not peraitted to
participate as a director. Participation in a meeting as permitted by this
Section 5 constitutes presence in person at such meeting.

SECTION 6. REGULAR MEETINGS

Regular meetings of the Board of Directors shall be held without call at
such time as shall from time to time be fixed By the Board of Directors.
Such regular meetings may be held without notice.
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SECTION 7. SPECIAL MEETINGS

Special meetings of the Board of Directors for any purpose or purposes
may be called at any time by the Chairman of the Board, the President or by a
majority of directors.

Notice of the time and place of special meetings (but the purpose need
not be stated) shall be delivered personally or by telephone, facsimile, or
electronic mail message to each director or sent by first-class mail or
telegran, charges prepaid, addressed to each director at that director's
residence or usual place of business. In case the notice is mailed, it shall
be deposited in the United States mail at least two (2) calendar days before
the time of the holding of the meeting. In case the notice is delivered
personally, or by telephone, facsimile, electronic mail message, or telegran,
it shall be delivered personally or by telephone, facsimile, electronic mail
message, or to the telegraph company at least forty-eight (48) hours before
the time of the holding of the meeting. Any oral notice given personally or
by telephone may be communicated either to the director or to a person at -the:
office of the director who the person giving the notice has reason to believe
will promptly communicate it to the director. As used herein, notice by
telephone shall be deemed to include a voice messaging System or other system
or technology designed to record and communicate messages, or wireless, to

the recipient, including the recipient's designated voice mailbox or address
on such a systenm.

SECTION 8. QUORUM

A majority of the authorized number of directors shall constitute: a
quorum for the transaction of business, except as so provided in Section 14
of this Article and as provided in Article IV. Every act done or decision
made by a majority of the directors present at a meeting duly held at which a
quorum is present shall be regarded as the act of the Board of Directors,
subject to the provisions of Section 144 of the DGCL (as to approval of
contracts or transactions in which a director has a direct or indirect
material financial interest), Section 141 of the DGCL (as to appointment of
committees), and Section 145 of the DGCL (as to indemnification of
directors). A meeting at which a quorum is initially present may continue to
transact business notwithstanding the withdrawal of directors, if any action

taken is approved by at least a majority of the required quorum for that
meeting.

SECTION 8. WAIVER OF NOTICE

The transactions of any meeting of the Board of Directors, howaver
called and noticed or wherever held, shall be as valid as though had at a
meeting duly held after regular call and notice if a quorum is present and
if, either before or after the meeting, each of the directors not present
signs a written waiver of notice, a consent to holding the meeting or an
approval of the minutes. The waiver of notice or consent need not specify
the purpose of the meeting. ALl such waivers, consents, and approvals shall
be filed with the corporate records or made 2 part of the minutes of the
meeting. Notice of a meeting shall also be deemed given to any director who:

attends the meeting without protesting before or at its commencement the lack
of notice to that director.
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SECTION 10. ADJOURNMENT

A majority of the directors present, whether or not constituting a
quorum, may adjourn any meeting to another time and place.

SECTION 11. NOTICE OF ADJOURNMENT

Notice of the time and place of holding an adjourned meeting need not be
given, unless the meeting is adjourned for more than 24 hours, in which case
notice of the time and place shall be given prior to the time of the
adjourned meeting, in the manner specified in Section 7 of this Article III,
to the directors who were not present at the time of the adjournment.

SECTION 12. ACTION WITHOUT MEETING .
\ .

Any-action required or permitted to be taken by the Board of Directors
may be taken without a meeting, if all members of the Board shall
individually or collectively consent in writing to that action. Such action
by written consent shall have the same force and effect as a unanimous vote
of the Board of Directors. Such written consent or consents shall be filed
vith the minutes of the proceedings of the Board.

SECTION 13. FEES AND COMPENSATION OF DIRECTORS

Directors and members of committees may receive such compensation, if
any, for their services, and such reimbursement of expenses, as may be fixed
or determined by resolution of the Board of Directors. This Section 13 shall
not be construed to preclude any director from serving the Corporation in any

other capacity as an officer, agent, employee, or otherwise, and receiving
compensation for those services.

SECTION 14. RULES AND REGULATIONS

The Board of Directors may adopt such rules and regulations not
inconsistent with the provisions of the Certificate of Incorporation, these
Bylaws or applicable law for the conduct of its meetings and management of

the affairs of the Corporation as the Board of Directors may deem to be
proper.

SECTION 15. LOANS BY THE CORPORATION TO OFFICERS

The Board of Directors, acting alone (by a vote sufficient without
counting the vote of any interested director or directors), and without any
approval of the stockholders of the Corporation, shall be authorized to
approve the making of any loan of money or property by the Corporation to, or
the guarantee by the Corporation of the obligation of, any officer (whether
or not a director) of the Corporation, or an employee benefit plan
authorizing such a loan or guaranty to an officer (whether or not a
director), if the Board of Directors determines that such a loan or guaranty
or plan may reasonably be expected to benefit the Corporation.

10.
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ARTICLE IV

COMMITTEES

SECTION 1. COMMITTEES

The Board may, by resolution adopted by a majority of the authorized
number of directors, designate one or more committees, each consisting of two
or more directors, to serve at the pleasure of the Board, PROVIDED, HOWEVER,
that any executive -committee established pursuant to this provision shall,
during the Initial Period, have at least one member who shall be a BCC
Designee (as hereinafter defined) and a majority of members who shall be
non-BCC Designees. Subject to Section 2 of this Article IV, the Board may
designate one or more directors as alternate members of any committee, who
may replace any absent or disqualified member at any meeting of such
committee. Any committee, to the extent allowed by law and provided in these
Bylaws or the resolution establishing the committee, shall have all the
authority of the Board in the management and of the business and affairs of

the Corporation. Each committee shall keep regular minutes and report to the
Board when required.

SECTION 2. NOMINATING COMMITTEE

There shall be a Nominating Committee of the Board which shall consist
of three directors, at least one of whom shall be a BCC Designee and a
majority of members who shall be non-BCC Designees, and all of whom shall be
independent, but none of whom shall consist of the Chairman of the Board so
long as the Chairman of the Board is also an executive officer of the
Corporation, The Nominating Committee shall continue in existence, with the
power and authority specified in this Section 2, at least until the
expiration of the Initial Period. So long as it shall remain in existence,
the Nominating Committee shall have the power, acting by majority vote, to
nominate persons to serve as directors of the Corporation, subject (i) to any
rights of stockholders under law to nominate persons to Serve as directors,
(ii) in the case of a person nominated to be a replacement for any BCC
Designee on the Board, the BCC Designee member(s) of the Nominating Committee
shall have a veto vote, (iii) in the case of a person nominated to be a
replacenent for any WellPoint Designee on the Board, the Mominating Committee -
shall not nominate such a person if a majority of the WellPoint Designee
members of the Nominating Committee oppose such a nomination, (iv) to any

contractual obligations of the Corporation, and (v) to the next paragraph
hereof.

So long as the Nominating Comittee shall remain in existence, if the
Nominating Committee is unable to nominate a candidate for the Corporation’s
Board of Directors as set forth above on a timely basis, nominations shall be
made by vote of a majority of the Board of Directors, PROVIDED, HOWEVER, ‘in
the case of replacing a BCC Designee, by vote of a majority of the remaining
BCC Designees or, in the case of replacing a WellPoint Designee, by vote of a
majority of the remaining WellPoint Designees and with respect to any other
position on the Board, by a vote of a majority of the Board of Directors.

As used in these Bylaws, °*BCC Designee® means each of W. Toliver
Besson, Stephen L. Davenport and.Sheila P. Burke, or a direct or indirect
replacement thereof; "WellPoint Designees® shall mean Leonard D. Schaeffer,
David R. Banks, Roger E. Birk, Julie A, Hill and Elizabeth E. Sanders, or a
direct or indirect replacement thereof.

1.



= Document 4 == 12s==s=s==s======s== (P 26-WAR-1999 17:05:15,MD 26-MAR-1999 15:43:50) [99WLA1185]EX3-02_1195-C========20906003=====

=Primary SOWLA1188 ===Profile: WELLPOINT HEALTH NETWORKS, TNC ======Client Document: =
=TGARRET===chksum 98603 === sesscmzes .
<Page>

SECTION 3. POWERS OF COMMITTEES

Any committee, to the extent allowed by law and provided in these Bylaws
or the resolution of the Board ef Directors establishing the committee, shall
have all the authority of the Board of Directors, except with respect to:

(a) the approval of any action which, under the DGCL, also requires
stockholders' approval or approval of the outstanding shares; .

(b) the filling of vacancies on the Board of Directors or in any
committee;

(c) the fixing of compensation of the directors for serving on the Board
of Directors or on any committee;

"\

(d) the amendment or repeal of Bylaws or the adoption of new Bylaws;
{e) the amendment or repeal of any resolution of the Board of Directors;

(f) a distribution to the stockholders of the Corporation, except at a
rate or in a periodic amount or within a price range set forth in the
Corporation's Certificate of Incorporation or determined by the Board of
Directors; or

(g) the appointment of any other committees of the Board of Directors or
the members of these committees.

SECTION 4. MEETINGS AND ACTION.OF COMNITTEES

Meetings and action of committees shall be governed by, and held and
taken in accordance with, the provisions of Article III of these Bylaws,
Section 5 (place of meetings), Section 6 (regular meetings), Section 7
(special meetings and notice), Section 8 (quorum), Section 9 {(waiver of
notice), Section 10 (adjournment}, Section 11 (notice of adjournment), and
Section 12 (action without meeting), with such changes in the context of
those Bylaws as are necessary to substitute the committee and its members for
the Board of Directors and its members, except that the time of regular
meetings of committees may be determined either by resolution of the Board of -
Directors or by resolution of the committee; special meetings of committees
may also be called by resolution of the Board of Directors; and notice of
special meetings of committees shall also be given to all alternate members,
who shall have the right to attend all meetings of the committee. The Board
of Directors may adopt rules for the government of any committee not
inconsistent with the provisions of these Bylaws. '
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ARTICLE V

OFFICERS

SECTION 1. OFFICERS

The officers of the Corporation shall be a Chairman of the Board, a
President, a Secretary, and a Chief Financial Officer. The Treasurer is the
Chief Financial Officer of the Corporation unless the Board of Directors has
by resolution determined a Vice President or other officer to be the Chief
Financial Officer. The Corporation may also have, at the discretion of the
Board of Directors, one or more vice presidents, one or more assistant
secretaries, one or more assistant treasurers, and such other officers as may
be appointed in accordance with the provisions of Section 3 of this Article
V. Any number of offices may be held by the same person.

SECTION 2. ELECTION OF OFFICERS

The officers of the Corporation, except such officers as may be
appointed in accordance with the provisions of Section 3 or Section 5 of this
Article V, shall be chosen by the Board of Directors, and each shall serve at
the pleasure of the Board, subject to the rights, if any, of any offxcer
under an express written contract of employment.

SECTION 3. SUBORDINATE OFFICERS

The Board of Directors may appoint, and may empower the President to
appoint, such other officers as the business of the Corporation may require,
each of whom shall hold office for such period, have such authority and
perform such duties as are provided in the Bylaws or as the Board of
Directors or the President may from time to time determine.

SEGTION 4. REMOVAL AND RESIGNATION OF OFFICERS

Except as otherwise provided in these Bylaws and subject to the rights,
if any, of any officer under an express written contract of employment, any
officer may be removed, either with or without cause, by the Board of
Oirectors. at any regular or special meeting of the Board of Directors, or
except in the case of an officer chosen by the. Board of Directors, by any

officer upon whom such power of removal may be conferred by the Board of
Directors.

Any officer may resign at any time by giving written notice to the
Corporation. Any resignation shall take effect at the date of -the receipt of
that notice or at any later time specified in that notice; and, unless
otherwise specified in that notice, the acceptance of the resignation shall
not be necessary to make it effective. Any resignation is without prejudice

to the rights, if any, of the Corporation under any contract to which the
officer is a party.

SECTION 5. VACANCIES IN OFFICES

A vacancy in any office because of death, ‘resignation, removal,
disqualification or any other cause shall be filled in the manner prescribed
in these Bylaws for regular appointments to that office.

13.
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SECTION 6. CHAIRMAN OF THE BOARD

The Chairman of the Board shall, when present, preside at meetings of
the Board of Directors and, when present, preside at the meetings-of the
stockholders. The Chairman of the Board shall perform such duties and
possess such powers as are usvally vested in the office of the Chairman of
the Board or as may be vested in the Chairman of the Board by the Board of
Directors, subject to the terms of his or her employment agreement.

SECTION 7. PRESIDENT/CHIEF EXECUTIVE OFFICER

The President shall be the chief operating officer of the Corporation.
He shall also be the chief executive officer of the Corporation, unless such
title is assigned to the Chairman of the Board. The President shall perform
such duties and possess such powers as are usually vested in the office of
the President or as may be vested in the President by the Board of Directors,
subject to the terms of his or her employment agreement.

SECTION 8. VICE PRESIDENT

In the absence or disability of the President, the vice presidents, if
any, in order of their rank as fixed by the Board of Directors or, if not
ranked, a vice president designated by the Board of Directors, shall perform
all the duties of the President, and when so acting shall have all the powers
of, and be subject to all the restrictions upon, the President. The vice
presidents shall have such other powers and perform such other duties as from
time to time may be prescribed for them respectively by the Board of
Directors or the Bylaws, and the President, or the Chairman of the Board.

SECTION 8. SECRETARY .

The Secretary shall keep or cause to be kept, at the principal executive
office or such other place as the Board of Directors may direct, a book of
minutes of all meetings and actions of directors, committees of directors,
and stockholders, with the time and place of holding, whether regular or
special, and, if special, how authorized, the notice given, the names of
those present at directors' meetings or committee meetings, the number of
shares present or represented at stockholders' meetings, and the proceedings.

The Secretary shall keep or cause to be kept, at the principal executive
office or at such other place as designated by the Board of Directors, a
share register, or a duplicate share register, showing the names of all
stockholders and their addresses, the number and classes of shares held by
each, the number and date of certificates issued for the same, and the number
and date of cancellation of every certificate surrendered for cancellation.

The Secretary shall give, or cause to be given, notice of all meetings
of the stockholders and of the Board of Directors required by the Bylaws or
by law to be given, and he shall keep the seal of the Corporation if one be
adopted, in safe custody, and shall have such other powers and perform such
other duties as may be prescribed by the Board of Directors or by the Bylaws.

4.
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SECTION 10. CHIEF FINANCIAL OFFICER

The Chief Financial Officer shall keep and maintain, or cause to be kept
and maintained, adequate and correct books and records of accounts of the
properties and business transactions of the Corporation, including accounts
of its assets, liabilities, receipts, disbursements, gains, losses, capital,
retained earnings, and shares. The books of account shall at all reasonable
times be open to inspection by any director.

The Chief Financial Officer shall deposit all moneys and other valuables
in the name and to the credit of the Corporation with such depositaries as
say be designated by the Board of Directors. He shall disburse the funds of
the Corporation as may be ordered by the Board of Directors, shall render to
the President and directors, whenever they request it, an account of all of
his transactions as Chief Financial Officer and of the financiil condition of
the Corporation, and shall have other powers and perform such other duties as
may be prescribed by the Board of Directors or by the Bylaws.

ARTICLE VI
INDEUNIFICATION OF DIRECTORS, OFFICERS, AGENTS AND FIDUCIARIES

SECTION 1. INDEMNIFICATION OF DIRECTORS AND OFFICERS

The Corporation shall be required, to the maximum extent permitted by -
the DGCL, to indemnify each of its directors and officers against expenses,
judgments, fines, settlements, and other amounts actually and reasonably
incurred in connaction with any proceeding arising by reason of the fact that
any such person is or was a director, officer, employee, or other agent of
the Corporation or a Predecessor Corporation or is or was serving at the
request of the Corporation or a Predecessor Corporation as a director,
officer, employee, or agent of another corporation, partnership, joint
venture, trust, or other enterprise. For purposes hereof, "Predecessor
Corporation' shall mean WellPoint Health Networks Inc., a California
corporation ("WellPoint'),

SECTION 2. INDEMNIFICATION OF OTHER AGENTS

The Corporation may, in its absolute discretion, up to the maximum
extent permitted by the DGCL, indemnify each of its agents who are not
required to be indemnified under Section 1 of this Article VI against
expenses, judgments, fines, settlements, and other amount$ actually and
reasonably incurred in connection with any proceeding arising by reason of
the fact that any such person is or was an agent of the Corporation or a
Predecessor Corporation. For purposes of this Section 2, an “agent® of the
Corporation includes any person who is or was an employee or other agent of
the Gorporation or a Predecessor Corporation, or is or was serving at the
request of the Corporation or a Predecessor Corporation as a director, -

officer, employee, or agent of another corporation, partnership, joint
venture, trust, or other enterprise. '

SECTION 3. INDEMNIFICATION OF FIDUCIARIES

The Corporation shall indemnify any director, officer, employee, or
other agent of the

15.
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Corporation against expenses, judgments, fines, settlements, and other
anounts actually and reasonably incurred in connection with any proceeding
arising by reason of the fact that any such person is or was a trustee,
investment manager, or other fiduciary under any employee benefit plan of the
Corporation (or a Predecessor Corporation). The provisions of this Section 3
shall be deemed to constitute a contract between the Corporation (or any
Predecessor Corporation) and any such indemnified person, or for the benefit
of any such indemnified person.

SECTION 4. ADVANCES OF EXPENSES .

To the extent permitted by the DGCL, expenses incurred in defending any
proceeding in the cases described in Sections 1 and 3 of this Article VI
shall, and in the case described in Section 2 of this Article VI may, be
advanced by the Corporation prior to the final disposition of such proceeding
upon receipt of any undertaking by or on behalf of the agent to{repay such
amount, if it shall be determined ultimately that the agent is not entitled
to bé indemnified as authorized in this section.

ARTICLE VII
RECORDS AND REPORTS

SECTION 1. MAINTENANCE AND INSPECTION OF SHARE REGISTER

The Corporation shall keep at its principal executive office, or at the
office of its transfer agent or registrar, if either be appointed and as
determined by resolution of the Board of Directors, a record of its
stockholders, giving the names and addresses of all stockholders and the
nusber and class of shares held by each stockholder.

Any stockholder of the Corporation may upon written demand under oath
stating the proper purpose thereof (i) inspect and copy the records of
stockholders' names and addresses and shareholdings during usual business
hours upon five (5) days' prior written demand on the Corporation, or (ii)
obtain from the transfer agent of the Corporation, upon the tender of such
transfer agent’'s usual charges for such list, a list of the stockholders'
names and addresses entitled to vote for the election of directors, and their
sharenholdings, as of the most recent record date for which that list has been
compiled or as of 2 date specified by the stockholder subsequent to the date
of demand. This list shall be made available to any such stockholder by the
transfer agent on or before the later of five days after the demand is
received or the date specified in the demand as the date as of which the list
is to be compiled. The record of stockholders shall also be open to
inspection on the written demand of any stockholder or holder of a voting
trust certificate, at any time during usual business hours, for a purpose
reasonably related to the holder's interests as a stockholder or as the
holder of & voting trust certificate. Any inspection and copying under this
Section 1 may be made in person or by an agent or attorney of the stockholder
or holder of a voting trust certificate making the demand.

SECTION 2. IIAINT&NANGE AND INSPECTION OF BYLAWS

The Corporation shall keep at its principal executive office the
original or a copy of the Bylaws as amended to date, which shall be open to
inspection by the stockholders at all reasonable

16.
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times during office hours.
SECTION 3. MAINTENANGE AND INSPECTION OF OTHER CORPORATE RECORDS

The accounting books and records and minutes of proceedings.of the -
stockliolders and the Board of Directors and any committee or committees of
the Board of Directors shall be kept at such place or places designated by
the Board of Directors, or, in the absence of such designation. at the
principal executive office of the Corporation. The minutes shall be kept in
written forn and the accounting books and records shall be kept either in
written form or in any other form capable of being converted into written
form. The minutes and accounting books and records shall be open to
inspection upon the written demand of any stockholder or holder of a voting
trust certificate, at any reasonable time during usual business hours, for &
‘purpose reasonably related to the stockholder's interests as a stockholder or
as the holder of a voting trust certificate. The inspection mayibe made in

person or by an agent or attorney, and-shall include the right to copy and to
make extracts.

SECTION 4. INSPECTION BY DIRECTORS

Every director shall have the absolute right at any reasonable time to
inspect all books, records, and documents of every kind and the physical
properties of the Corporation and each of its subsidiary corporations. This
inspection by a director may be made in person or by an agent or attorney and

the right of inspection includes the right to copy and make extracts of
documents.

ARTICLE VIII
GENERAL CORPORATE MATTERS

SECTION 1. RECORD DATE FOR PURPOSES OTHER THAN NOTICE AND VOTING

For purposes of determining the stockholders entitled to receive payment
of any dividend or other distribution or allotment of any rights or entitled
to exercise any rights in respect of any other lawful action, the Board of
Directors may fix, in advance, a record date, which shall not be more than 60
nor less than 10 days before any such action, and in that case only
stockholders of record on the date so fixed are entitled to receive the
dividend, distribution, or allotment of rights or to exercise the rights; as
the case may be, notwithstanding any transfer of any shares on the books of

the Corporation after the record date so fixed, except as othemse provided
in the DGCL.

1f the Board of Directors does not so fix a record date, the racord date
for deteraining stoo'kholders for any such purpose shall be at the close of

business on the date on which the Board of Directors adopts the applicable
resolution.

SECTION 2. GCHECKS, DRAFTS, EVIDENCES OF INDEBTEDNESS

All checks, drafts, or other orders for payment of money, notes, or
other evidences of indebtedness, issued in the name of or payable to the
Corporation, shall be signed or endorsed by such person or persons and in

such manner as, from time to time, shall be determined by resolution of the
Board of Directors.

17.
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SECTION 3. EXECUTING CORPORATE CONTRACTS AND INSTRUMENTS

The Board of Directors, except as otherwise provided in these Bylaws,
may authorize any officer or officers, agent or agents, to enter into any
contract or execute any instrument in the name of and on behalf of the
Corporation, and this authority may be general or confined to specific
instances; and, unless so authorized or ratified by the Board of Directors or
within the agency power of an officer, no officer, agent; or employee shall
have any power or authority to bind the Corporation by any contract or
engagement or to pledge its credit or to render it liable for any purpose or
for any amount.

SECTION 4. CERTIFICATES FOR SHARES

A certificate or certificates for shares of the capital stock of the
Corporation shall be issued to each stockholder when any of these shares are
fully paid, and the Board of Directors may authorize the issuance of
certificates or shares as partly paid provided that these certificates shall
state thereon the amount of the consideration to be paid for them and the
amount paid. All certificates shall be signed in the name of the Corporation
by the Chairman of the Board or the President or Vice President and by the
Chief Financial Officer or an Assistant Treasurer or the Secretary or any
Assistant Secretary, certifying the number of shares and the class or series
of shares owned by the stockholder. Any or all of the signatures on the
certificate may be facsimile. In case any officer, transfer agent, or
registrar who has signed or whose facsimile signature has been placed on a
certificate shall have ceased to be that officer, transfer agent, or
registrar before that certificate is issued, it may be issued by the
Corporation with the same effect as if that person were an officer, transfer
agent, or registrar at the date of issue.

SECTION 5. LOST CERTIFICATES

Except as provided in this Section 5, no new certificates for shares
shall be issued to replace an old certificate unless the latter is
surrendered to the Corporation and cancelled at the same time. The Board of
Directors may, in case any share certificate or certificate for any other
security is lost, stolen, or destroyed, authorize the issuance of a
replacement certificate on such terms and conditions as the Board of
Directors may require, including provision for indemnification of the
Corporation secured by a bond or other adequate security sufficient to
protect the Corporation against any claim that may be made against it,
including any expense or liability,.on account of the alleged loss, theft, or
destruction of the certificate or the issuance of the replacement certificate.

SECTION 6. REPRESENTATION OF SHARES OF OTHER CORPORATIONS

The Chairman of the Board, the President, or any Vice President, or any
other person authorized by resolution of the Board of Directors or by any of
the foregoing designated officers, is authorized to vote on behalf of the
Corporation any and all shares of any other corporation or corporations,
foreign or domestic, standing in the name of the Corporation. The authority
granted to these officers to vote or represent on behalf of the Corporation
any and all shares held by the Corporation in any other corporation or
corporations may be exercised by any of these officers in person or by any N
person authorized to do so by a proxy duly executed by these officers.

18.
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SECTION 7. CONSTRUCTION AND DEFINITIONS

Unless the context requires otherwise, the general provisions, rules of
construction, and definitions in the DGCL shall govern the construction of
these Bylaws, Without limiting the generality of this provision, the
singular number includes the plural, the plural -number includes the singular,
and the term “person® includes both a corporation and a natural person.

ARTICLE IX
AMENDMENTS

SECTION 1. AMENDMENT BY STOCKHOLDERS

New Bylaws may be adopted or these Bylaws may be amended or repealed by
the vote of holders of a majority of the outstanding shares entitled to vote,
except as otherwise provided by law or in the Certificate of Incorporation.

SECTION 2. AMENDMENT BY DIRECTORS

Subject to the rights of the stockholders as provided in Section 1 of
this Article IX, to adopt, amend, or repeal Bylaws, and subject to the
provisions of the Certificate of Incorporation, Bylaws may be adopted,
amended, or repealed by the Board of Directors; PROVIDED, HOWEVER, that the
Board of Directors may adopt a Bylaw or amendment of a-Bylaw changing the
authorized number of directors only for the purpose of fixing the exact
number of directors within the limits specified in the Certificate of
Incorporation.

19.
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SECTION 7. CONSTRUCTION AND DEFINITIONS

Unless the context requires otherwise, the general provisions, rules of
construction, and definitions in the DGCL shall govern the construction of
these Bylaws, Without limiting the generality of this provision, the
singular number includes the plural, the plural number includes the singular,
and the term "person” includes both a corporation and a matural person. -

ARTICLE IX
AMENDMENTS

SECTION 1. AMENDMENT BY STOCKHOLDERS

New Bylaws may be adopted or these Bylaws may be amended or repealed by
the vote of holders of a majority of the outstanding shares entitled to vote,
except as otherwise provided by law or in the Certificate of Incorporation.

SECTION 2. AMENDMENT BY OIRECTORS

Subject to the rights of the stockholders as provided in Section 1 of
this Article IX, to adopt, amend, or repeal Bylaws, and subject ta the
provisions of the Certificate of Incorporation, Bylaws may be adopted,
anended, or repealed by the Board of Directors; PROVIDED, HOWEVER, that the
Board of Directors may adopt a Bylaw or amendment of a Bylaw changing the
authorized number of directors only for the purpose of fixing the exact
number of directors within the limits specified in the Certificate of
Incorporation.

18.



BLUE CROSS LICENSE AGREEMENT

This agreement by and between Blue Cross and Blue Shield Association

("BCBSA") and The Blue Cross Plan, known as WellPoint Health Networks Inc. (the
"Plan").

gr_eamble
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WHEREAS, the Plan and/or its predecessor(s) in interest (collectively the
"Plan") had the right to use the BLUE CROSS and BLUE CROSS Design service

marks (collectively the "Licensed Marks") for health care plans in its service area,
which was essentially local in nature; '

WHEREAS, the Plan was desirous of assuring nationwide protection of the
Licensed Marks, maintaining uniform quality controls among Plans, facilitating the

provision of cost effective health care services to the public and otherwise benefiting
the public;

WHEREAS, to better attain such ends, the Plan and the predecessor of BCBSA

in 1972 simultaneously executed the BCA Llcense Agreement (s) and the Ownershlp
Agreement; and

WHEREAS, BCBSA and the Plan desire to supercede said Agreement(s) to

reflect their current practices and to assure the continued integrity of the Ltcensed
Marks and of the BLUE CROSS system;

NOW, THEREFORE, in consideration of the foregoing and the mutual
agreements hereinafter set forth and for other good and valuable consideration, the

receipt and sufficiency of which are hereby acknowledged, the parties agree as
follows:



Agreement

1. BCBSA hereby grants to the Plan, upon the terms and conditions of this
License Agreement, the right to use BLUE CROSS in its trade and/or corporate name
(the "Licensed Name“zl, and the right to use the Licensed Marks, in the sale, marketing
and administration of health care plans and related services in the Service Area set
forth and defined in paragraph 5 below. As used herein, health care plans and related
services shall include acting as a nonprofit health care plan, a for-profit health care
plan, or mutual. health insurer operating on a not-for-profit or for-profit basis, under
state law; financing access to health care services; providing health care management
and administration; administering, but not underwriting, non-health portions of
Worker's Compensation insurance; and delivering health care services.

2, The Plan may use the Licensed Marks and Name in connection with the
offering of: ? health care plans and related services in the Service Area through
Controlled Aftiliates, provided that each such Controlled Affiliate is separately licensed
to use the Licensed Marks and Name under the terms and conditions contained in the
Agreement attached as Exhibit 1 hereto Sﬂae "Controlled Affiliate License Agreement");
and: b) insurance coverages offered by life insurers under the applicable law in the
Service Area, other than those which the Plan may offer in its own name, provided
through Controlled Affiliates, K’ll'ovided that each such Controlled Affiliate is separately
licensed to use the Licensed Marks and Name under the terms and conditions
contained in the Agreement attached as Exhibit 1A hereto (the "Controlled Affiliate
License Agreement Applicable to Life Insurance Companies") and further provided
that the offering of such services does not and will not dilute or tarnish the unique
value of the Licensed Marks and Name; and c) administration and underwriting of
Workers’ Compensation Insurance Controlled Affiliates, provided that each such
Controlled Affiliate is separately licensed to use the Licensed Marks and Name under
the terms and conditions contained in the Agreement attached as Exhibit 1 hereto (the
“Controlled Affiliate License.”) With respect to any HMO previously sublicensed as
provided in a License Addendum betwéen BCBSA and the Plan, the Plan shall have
one (1) year from the date hereof to obtain execution of the direct license required
herein. As used herein, a Controlled Affiliate is defined as an entity organized and
operated in such a manner that it is subject to the bona fide control of a Plan or Plans
and, if the entity meets the standards of subparagraph B but not subparagraph A of
this paragraph, the entity, its owners, and persons with authority to select or appoint
members or board members, other than a Plan or Plans, have received written

approval of BCBSA. Absent written approval by BCBSA of an alternative method of
control, bona fide control shall mean:

A. The legal authority, directly or indirectly through wholly-owned

subsidiaries: (a) to select members of the Controlled_Affiliate's
governing body having not less than 51% voting control thereof; (b) to
exercise operational control with resrect to the governance thereof; and
(c) to prevent any change in its articles of incorporation, bylaws or other
governing documents deemed inappropriate. In addition, a Plan or
Plans shall own at least 51% of any for-profit Controlled Affiliate; or

The legal authority directly or indirectly through wholly-owned
subsidiaries (a) to select members of the Controlled Affiliate's governing
body having not less than 50% voting control; (b) the legal ability to
prevent any change in the articles of incorporation, bylaws or other
establishing or governing documents of the Controlled Affiliate with
which it does not concur; (c) at least equal control over the operations of
the Controlled Affiliate; and (d) to concur before the Controlled Affiliate
can: .

) Amended as of November 20, 1997



1. Change its legal and/or trade name;
2. Change the geographic area in which it operates; |
3. Change the types of businesses in which it engages;

4. Create, or become liable for by way of guarantee, any

indebtedness, other than indebtedness arising in the ordinary
course of business;

5. Sell any assets, except for sales in the ordinary course of - .

business or sales of equipment no longer useful or being
replaced;

\ : L . '
6. Make any loans or advances except in the ordinary course of
business;

7. Enterinto any arrangement or agreement with any party
directly or indirectly affiliated with any of the owners of the
Controlied Affiliate or persons or entities with the authority to
select or appoint members or board members of the. Controlled
Affiliate, other than the Plan or Plans (excluding owners of stock
holdings of under 5% in a publicly traded Controlled Affiliate);

8. Conduct any business other than under the Licensed Marks
and Name;

" 9. Take any action that Plan or BCBSA reasonably believes will
adversely affect the Licensed Marks or Names.

Amended as of November 20, 1997
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3. The Plan may engage in activities not required by BCBSA to be directly
licensed through Controlled Affiliates and may indicate its relationship thereto by use
of the Licensed Name as a tag line, provided that the engaging in such activities does
not and will not dilute or tarnish the unique value of the Licensed Marks and Name and
further provided that such tag line use is not in a manner likely to cause confusion or
mistake. Consistent with the avoidance of confusion or mistake, each tag line use of
the Plan's Licensed Name: (a) shall be in the style and manner specified by BCBSA
from time-to-time; (b) shall not include the design service marks; (c) shall not be in a
manner to import more than the Plan's mere ownership of the Controlied Affiliate; and
(d) shall be restricted to the Service Area. No rights are hereby created in any
Controlled Affiliate to use the Licensed Name in its own name or otherwise. At least
annually, the Plan shall provide BCBSA with representative samples of each such use
of its Licensed Name pursuant to the foregoing conditions.

4. The Plan recognizes the imponrtance of a comprehensive national
network of independent BCBSA licensees which are committed to strengthening the
Licensed Marks and Name. The Plan further recognizes that its actions within its
Service Area may affect the value of the Licensed Marks and Name nationwide. The
Plan agrees (a) to maintain in good standing its membership in BCBSA; (b) promptly to
pay its dues to BCBSA, said dues to represent the royalties for this License
Agreement; (c) materially to comply with all applicable laws; (d) to:comply with the
Membership Standards Applicable to Regular Members of BCBSA, a current copy of
which is attached as Exhibit 2 hereto; and (e) reasonably to permit BCBSA, upon a
written, good faith request and during reasonable business hours, to inspect the Plan's
books and records necessary to ascertain compliance herewith. As to other Plans and .
third parties, BCBSA shall maintain the confidentiality of all documents and information
furnished by the Plan pursuant hereto, or pursuant to the Membership Standards, and
clearly designated by the Plan as containing proprietary information of the Plan. .

S.  The rights hereby granted are exclusive to the Plan within the
geographical area(s) sérved by the Plan on June 30, 1972, and/or as to which the
Plan has been granted a subsequent license, which is hereby defined as the "Service
Area," except that BCBSA reserves the right to use the Licensed Marks in said Service
Area, and except to the extent that said Service Area may overlap areas served by
one or more other licensed Blue Shield Plans as of said date or subsequent license,

as to which overlapping areas the rights hereby granted are nonexclusive as to such
other Plan or Plans only.

Amended as of November 20, 1997



6.  Except as expressly provided by BCBSA with respect to National
Accounts, Government Programs and certain other necessary and collateral uses, the
current rules and regulations governing which are attached as Exhibit 3 and Exhibit 4
hereto, or as expressly provided herein, the Plan may not use the Licensed Marks and
Name outside the Service Area or in connection with other goods and services, nor
may the Plan use the Licensed Marks or Name in a manner which is intended to
transfer in the Service Area the goodwill associated therewith to another mark or
name. Nothing herein shall be construed to prevent the Pian from engaging in lawful
activity anywhere under other marks and names not confusingly similar to the
Licensed Marks and Name, provided that engaging in such activity does and will not
dilute or tarnish the unique value of the Licensed Marks and Name.

7. The Plan agrees that it will display the Licensed Marks and Name only
in such form, style and manner as shall be specifically prescribed by BCBSA from
time-to-time in regulations of general application in order to prevent impairment of the
distinctiveness of the Licensed Marks and Name and the goodwill pertaining thereto.
The Plan shall cause to appear on all materials on or in connection with which the
Licensed Marks or Name are used such legends, markings and notices as BCBSA

may reasonably request in order to give appropriate notice of service mark or other
proprietary rights therein or pertaining thereto.

8. BCBSA agrees. that: (a) it will not grant any other Iloense effective .
_ during the term of this License Agreement for the use of the Licensed Marks or Name
which is.inconsistent with the rights granted to the Plan-hereunder; and (b) it will not
itself use the Licensed Marks in derogation of the rights of the Plan or in a manner to
deprive the Plan of the full benefits of this License Agreement. The Plan agrees that it
will not attack the titie of BCBSA in and to the Licensed Marks or Name or attack the
validity of the Licensed Marks or of this License Agreement. The Plan further agrees

that all use by it of the Licensed Marks and Name or any similar mark or name shall
inure to the benefit of BCBSA, and the Plan shall cooperate.wuth BCBSAin
effectuating the assignment to BCBSA of any service mark.or trademark registrations .
of the Licensed Marks or any similar mark or name held by the Plan or a Controlied -

Affiliate of the Plan, all or any portion of which registration consists of the Llcensed
Marks.



9. (a). Should the Plan fail to comply with the provisions of paragraphs
2-4, 6, 7 and/or 12, and not cure such failure within thirty (30) days of receiving written
notice thereof (or commence curing such failure within such thirty day period and
. continue diligent efforts to complete the curing of such failure if such curing cannot
reasonably be completed within such thirty day period), BCBSA shall have the right to
issue a notice that the Plan is in a state of noncompliance. Except as to the
termination of a Plan's License Agreement or the merger of two or more Plans,
disputes as to noncompliance, and all other disputes between or among BCBSA, the
Plan, other Plans and/or Controlled Affiliates, shall be submitted promptly to mediation
and mandatory dispute resolution pursuant to the rules and regulations of BCBSA, a
current copy of which is attached as Exhibit 5 hereto, and shall be timely presented
and resolved. The mandatory dispute resolution panel shall have authority to issue
orders for specific performance and assess monetary penalties. If a state of
noncompliance as aforesaid is undisputed by the Plan or is found to exist by a
mandatory dispute resolution panel and is tincured as provided above, BCBSA shall
have the right to seek judicial enforcement of the License Agreement. Except,
however, as provided in paragraphs 9(d)(iii) and 15(a)(i)-(viii) below, no Plan's license
to use the Licensed Marks and Name may be finally terminated for any reason without

the affirmative vote of three-fourths of the Plans and three-fourths of the total then
current weighted vote of all the Plans.

(b). Notwithstanding any other provision of this License Agreement, a
Plan's license to use the Licensed Marks and Name may be forthwith terminated by
the affirmative vote of three-fourths of the Plans and three-fourths of the total then
current weighted vote of all the Plans at a special meeting expressly calied by BCBSA
for the purpose on ten (10) days written notice for: (i) failure to comply with any
minimum capital or liquidity requirement under the Membership Standard on Financial
Responsibility; or (ii) impending financial insolvency; or (iii) the pendency of any action
instituted against the Plan seeking its dissolution or liquidation or its assets or seeking
appointment of a trustee, interim trustee, receiver or other custodian for any of its
property or business or seeking the declaration or establishment of a trust for any of
its property of business, unless this License Agreement has been earlier terminated
under paragraph 15(a); or (iv) such other reason as is determined in good faith

immediately and irreparably to threaten the integrity and reputation of BCBSA, the
.Plans and/or the Licensed Marks.

(c). To the extent not otherwise provided therein, neither: (i) the
Membership Standards Applicable to Regular-Members of BCBSA; nor (ii) the rules
and regulations governing National Accounts, Government Programs and certain other
uses; nor (iii) the rules and regulations governing mediation and mandatory dispute
resolution, may be amended unless and until each such amendment is first adopted by

the affirmative vote of three-fourths of the Plans and of three-fourths of the total then
current weighted vote of all the Plans.

Amended as of November 20, 1997



9. (d). The Plan may operate as a for-profit éompany on the following
“conditions: - .

(i) The Plan shall discharge all responsibilities which it has to the

Association and to other Plans by virtue. of this’Agreement and the Plan's membership
in BCBSA.

(ii) The Plan shall not use the licensed Marks and Name, or any derivative
.thereof, as part of its legal name or any symbol used to identify the Plan in any
securities market. The Plan shall use the licensed Marks and Name as part of its

trade name within its service area for the sale, marketing and administration of health
care and related services in the service area.

(iii) The Plan's license to use the Licensed Marks and Name shall
automatically terminate effective: (a) thirty days after the Plan knows, or there is an
SEC filing indicating that, any Institutional Investor, has become the Beneficial Owner
of securities representing 10% or more of the voting power of the Plan (“Excess
Institutional Voter”), unless such Excess Institutional Voter shall cease to be an
Excess Institutional Voter prior to such automatic termination becoming effective; (b)
thirty days after the Plan knows, or there is an SEC filing indicating that, any
Noninstitutional Investor has become the Beneficial Owner of securities representing
5% or more of the voting power of the Plan. ("Excess Noninstitutional Voter") unless.
such Excess Noninstitutional Voter shall cease to be an Excess Noninstitutional Voter
prior to such automatic termination becoming effective; (c) thirty days after the Plan
knows, or there is an SEC filing indicating that, any Person has become the Beneficial
Owner. of 20% or more of the Plan's then outstanding common stock or other equity
securities which (either by themselves or in combination) represent an ownership
interest of 20% or more pursuant to determinations made under paragraph 9(d)(iv)
below (“Excess Owner"), unless such Excess Owner shall cease to be an Excess
Owner prior to such automatic termination becoming effective; (d) ten business days
after individuals who at the time the Plan went public constituted the Board of
Directors of the Plan (together with any new directors whose election to the Board was
approved by a vote of 2/3 of the directors then still in office who were directors at the ,
time the Plan went public or whose election or nomination was previously so
approved) (the "Continuing Directors") cease for any reason to constitute a majority of
the Board of Directors; or (e) ten business days after the Plan consolidates with or
merges with or into any person or conveys, assigns, transfers or sells all or
substantially all of its assets to any person other than a merger in which the Plan is the
surviving entity and-immediately after which merger, no person is an Excess
Institutional Voter, an Excess Noninstitutional Voter or an Excess Owner: provided
that, if requested by the affected Plan in a writing received by BCBSA prior to such

automatic termination becoming effective, the provisjons of this paragraph 9(d)(iii) may
be waived, in whole or in part,

Amended as of September 17, 1997
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upon the affirmative vote of a majority of the disinterested Plans and a majority of the
total then current weighted vote of the disinterested Plans. Any waiver so granted may
be conditioned upon such additional requirements (including but not limited to
imposing new and independent grounds for termination of this License) as shall be
approved by the affirmative vote of a majority of the disinterested Plans and a majority
- of the total then current weighted vote of the disinterested Plans. If a timely waiver
request is received, no automatic termination shall become effective until the later of:
(1) the conclusion of the applicable time period specified in paragraphs 9(d)(iii)(a)-(d)
above, or (2) the conclusion of the first Member Plan meeting after receipt of such a
waiver request. '

In the event that the Plan's license to use the Licensed Marks and Name is terminated
pursuant to this Paragraph 9(d)(iii), the license may be reinstated in BCBSA's sole
discretion if, within 30 days of the date of such termination, the Plan demonstrates that

the Person referred to in clause (a), (b) or {c) of the preceding paragraph is no longer
an Excess Institutional Voter, an Excess Noninstitutional Voter or an Excess Owner.

(iv) The Plan shall not issue any class or series of security other than (i)
shares of common stock having identical terms or options or derivatives of such
common stock, (ii) non-voting, non-convertible debt securities or (iii) such other
securities as the Plan may approve, provided that BCBSA receives notice at least
thirty days prior to the issuance of such securities, including a description of the terms
for such securities, and BCBSA shall have the authority to determine how such other

securities will be counted in determining whether any Person is an Excess Institutional
Voter, Excess Noninstitutional Voter or an Excess Owner.

(v) For purposes of paragraph 9(d)(iii), the following definitions shall apply:

(a) "Affiliate" and "Associate" shall have the. respective meanings ascribed
to such terms in Rule 12b-2 of the General Rules and Regulations under the .

Securities Exchange Act of 1934, as amended and in effect on November 17,
1993 (the "Exchange Act").

(b) A Person shall be deemed the "Beneficial Owner" of and shall be
deemed to "beneficially own" any securities:

(i) which such Person or any of such Person's Affiliates or Associates
beneficially owns, directly or indirectly;

b Amended as of Sep’terﬁber 17, 1997




(ii) which such Person or any of such Person's Affiliates or
Associates has (A) the right to acquire (whether such right is exercisable
immediately or only after the passage of time) pursuant to any agreement,
arrangement or understanding, or upon the exercise of conversion rights,
exchange rights, warrants or options, or otherwise; or (B) the right to vote
pursuant to any agreement, arrangement or understanding; provided, however,
that a.Person shall not be deemed the Beneficial Owner of, or to beneficially .
own, any security if the agreement, arrangement or understanding.to vote such
security (1) arises solely from a revocable proxy or consent given to such
Person in response to a public proxy or consent solicitation made pursuant to,
and in accordance with, the applicable rules and regulations promulgated under
the Exchange Act and (2) is not also then reportable on Schedule 13D under
the Exchange Act (or any comparable or successor report); or

(iii) which are beneficially owned, directly or indirectly, by any other
Person (or any Affiliate or Associate thereof) with which such Person (or any of
such Person's Affiliates or Associates) has any agreement, arrangement or
understanding (other than customary agreements with and between
underwriters and selling group members with respect to a bona fide public
offering of securities) relating to the acquisition, holding, voting (except to the

extent contemplated by the proviso to (b)(ii)(B) above) or disposing of any
securities of the Plan.

Notwithstanding anything in this definition of Beneficial Ownership to the
contrary, the phrase "then outstanding," when used with reference to a Person's
Beneficial Ownership of securitiesof the Plan, shall mean the number of such
securities then issued and outstanding together with the number of such

securities not then actually issued and outstanding which such Person would be
deemed to own beneficially hereunder. '

(c) A Person shall be deemed an “Institutional investor” if (but only if)
such Person (i) is an entity or group identified in the SEC's Rule 13d-1(b)(1)(ii)
as constituted oni June 1, 1997, and (ii) every filing made by such Person with
the SEC under Regulation 13D-G (or any successor Regulation) with respect to
such Person's Beneficial Ownership of Plan securities shall have contained a

certification identical to the one required by item 10 of SEC Schedule 13G as
constituted on June 1, 1997. '

Amended as of September 17, 1997
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(d) “Noninstitutional Investor” means any Person who is not an
Institutional Investor.

(e)"Person" shall mean any individual, firm, partnership, corporation, trust,
assaciation, joint venture or other entity, and shall include any successor (by
merger or otherwise) of such entity.

Amended as of September 17, 1997

-5d- '
(The next page is page 6)




10. This License Agreement shall remain in effect: (a) until terminated as
provided herein; or (b) until this and all such other License Agreements are terminated
by the affirmative vote of three-fourths of the Plans and three-fourths of the total then
current weighted vote of all the Plans; or (c) until termination of the aforesaid

Ownership Agreement; or (d) until terminated by the Plan upon six (6) months written
notice to BCBSA.

11. Except as otherwise provided in paragraph 15 below or by the affirmative
vote of three-fourths of the Plans and three-fourths of the total then current weighted
vote of all the Plans, or unless this and all such other License Agreements are
simultaneously terminated by force of law, the termination of this License Agreement
for any reason whatsoever shall cause the reversion to BCBSA of all rights in and to
the Licensed Marks and Name, and the Plan agrees that it will promptly discontinue all
use of the Licensed Marks and Name, will ot use them thereafter, and will promptly,

upon written notice from BCBSA, change its corporate name so as to eliminate the
Licensed Name therefrom.

12. The license hereby granted to Plan to use the Licensed Marks and Name is
and shall be personal to the Plan so licensed and shall not be assignable by any act of
the Plan, directly or indirectly, without the written consent of BCBSA. Said license
shall not be assignable by operation of law, nor shall Plan mortgage or part with
possession or control of this license or any right hereunder, and the Plan shall have
no right to grant any sublicense to use the Licensed Marks and Name.

13. BCBSA shall maintain appropriate service mark registrations of the
Licensed Marks and BCBSA shall take such lawful steps and proceedings as may be
necessary or proper to prevent use of the Licensed Marks by any person who is not
_authorized to use the same. Any actions or proceedings undertaken by BCBSA under

the provisions of this paragraph shall be at BCBSA's sole cost and expense. BCBSA -

shall have the sole right to determine whether or not any legal action shall be taken on
account of unauthorized use of the Licensed Marks, such right not to be unreasonably
exercised. The Plan shall report any unlawful usage of the Licensed Marks to BCBSA
in writing and agrees, free of charge to cooperate fully with BCBSA's program of

enforcing and protecting the service mark rights, trade name rights and other rlghts in
the Licensed Marks..



14.  The Plan hereby agrees to save, defend, indemnify and hold BCBSA
and any other Plan(s) harmless from and against all claims, damages, liabilities and
costs of every kind, nature and description which may arise exclusively and directly as
a result of the activities of the Plan. BCBSA hereby agrees to save, defend, indemnify
and hold the Plan and any other Plan(s) harmless from and against all claims,
damages, liabilities and costs of every kind, nature and description which may arise
exclusively and directly as a result of the activities of BCBSA.

16. (a). This Agreement shall automatically terminate upon the
occurrence of any of the following events: (i) a voluntary petition shall be filed by the
Plan or by BCBSA seeking bankruptcy, reorganization, arrangement with creditors or
other relief under the bankruptcy laws of the United States or any other law governing -
insolvency or debtor relief, or (ii) an involuntary petition or proceeding shall be filed
against the Plan or BCBSA seeking bankruptcy, reorganization, arrangement with
creditors or other relief under the bankrupfby laws of the United States or any other
law governing insolvency or debtor relief and such petition or proceeding is consented
to or acquiesced in by the Plan or BCBSA or is not dismissed within sixty (60) days of
the date upon which the petition or other document commencing the proceeding is
served upon the Plan or BCBSA respectively, or (iii) an order for relief is entered
against the Plan or BCBSA in any case under the bankruptcy laws of the United
States, or the Plan or BCBSA is adjudged bankrupt or insolvent (as that term is
defined in the Uniform Commercial Code as enacted in the state of lllinois) by any
court of competent jurisdiction, or (iv) the Plan or BCBSA makes a general
assignment of its assets for the benefit of creditors, or (v) the Department of Insurance
or other regulatory agency assumes control of the Plan or delinquency proceedings
(voluntary or involuntary) are instituted, or (vi) an action is brought by the Plan or
BCBSA seeking its dissolution or liquidation of its assets or seeking the appointment
of a trustee, interim trustee, receiver or other custodian for any of its property or
business, or (vii) an action is instituted by any governmental entity or officer against
the Plan or BCBSA seeking its dissolution or liquidation of its assets or seeking
appointment of a trustee, interim trustee, receiver or other custodian for any of its
property or business and such action is consented to or acquiesced in by the Plan or
BCBSA or is not dismissed within one hundred thirty (130) days of the date upon
which the pleading or other document commencing the action is served upon the Plan
or BCBSA respectively, provided that if the action is stayed or its prosecution is
enjoined, the one hundred thirty (130) day period is tolled for the duration of the stay
or injunction, and provided further, that the Association's Board of Directors may toll or
extend the 130 day period at any time prior to its expiration, or (viii) a trustee, interim
trustee, receiver or other custodian for any of the Plan's or BCBSA's property or
business is appointed, or (ix) the Plan shall fail to pay its dues and shall not cure such
failure within thirty (30) days of receiving written notice thereof. Notwithstanding any
other provision of this Agreement, a declaration or a request for declaration of the
existence of a trust over any of the Plan's or BCBSA's property or business shall not in
itself be deemed to constitute or seek appaintment of a trustee, interim trustee,
receiver or other custodian for purposes of subparagraphs 15(a)(vii) and (viii) of this
Agreement.

Amended November 20, 1997



(p). - BCBSA, or the Plans (as provided and in addition to the rights
conferred in Paragraph 10(b) above), may terminate this Agreement immediately upon
written notice upon the occurrence of either of the following events: (a) the Plan-or
BCBSA becomes insolvent (as that term is defined in the Uniform Commercial Code
enacted in the state of lilinois), or (b) any final judgment against the Plan or BCBSA
remains unsatisfied or unbonded of record for a period of sixty (60) days or longer.

,(c). if this License Agreement is terminated as to BCBSA for any reason
stated in subparagraphs 15(a) and (b) above, the ownership of the Licensed Marks -
shall revert to each of the Plans as provided in the Ownership Agreement.

(d). Upon termination of this License Agreement or any Controlled Affiliate .

License Agreement of a Larger Affiliate, as Hefined in Exhibit 1 to this License
Agreement:

(i) The terminated entity shall send a notice through the
U.S. mails, with first class postage affixed, to all
individual and group customers, providers, brokers and
agents of products or services sold, marketed,
underwritten or administered by the terminated entity
or its Controlled Affiliates under the Licensed Marks
and Name. The form and content of the notice shall be
specified by BCBSA and shall, at a minimum, notify the
recipient of the termination of the license, the
consequences thereof, and instructions for obtaining
alternate products or services licensed by BCBSA.
This notice shall be mailed within 15 days after
termination or, if termination is pursuant to

. paragraph 10(d) of this Agreement, within 15 days
after the written notice to BCBSA described in
-paragraph 10(d).

(i) The terminated entity shall deliver to BCBSA within five
b days of a request by BCBSA a listing of national
accounts in which the terminated entity is involved (in
a Control, Participating or Servicing capacity), .
identifying the national account and the terminat_ed'
entity's role therein. For those accounts where the
terminated entity is the Control Plan, the Plan must
also indicate the Participating and Servicing Plans in
the national account syndicate.

Amended as of September 19, 1996
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(iif)

(iv)

Unless the cause of termination is an event stated in
paragraph 15(a) or (b) above respecting BCBSA, the
Plan and its Licensed Controlled Affiliates shall be
jointly liable for payment to BCBSA of an amount equal
to $25 muiltiplied by the number of Licensed Enrollees
of the terminated entity and its Licensed Controlled
Affiliates; provided that if any other Plan is permitted
by BCBSA to use marks or names licensed by BCBSA
in the Service Area established by this Agreement, the
payment shall be muiltiplied by a fraction, the
numerator of which is the number of Licensed

. Enrollees of the terminated entity and its Licensed

Controlled Affiliates and the denominator of which is
the total number of Licensed Enrollees in the Service
Area. Licensed Enrolilee means each and every
person and covered dependent who- is enrolled as an

- individual or. member of a group receiving products or

services sold, marketed or administered under marks
or names licensed by BCBSA as determined at the
earlier of (a) the end of the last fiscal year of the
terminated entity which ended prior to termination or
(b) the fiscal year which ended before any transactions
causing the termination began. Notwithstanding the
foregoing, the amount payable pursuant to this
subparagraph (d)(iii) shall be due only to the extent
that, in BCBSA's opinion, it does not cause the net
worth of the Plan to fall below 100% of the capital
benchmark formula or its equivalent under any
successor formula, as set forth in the applicable
financial responsibility standards established by
BCBSA, measured as of the date of termination and
adjusted for the value of any transactions not made in
the ordinary course of business.

BCBSA shall have the right to audit the books and
recards of the terminated entity and its Licensed

Controlled Affiliates to verify compliance with this
paragraph 15(d).

Amended as of September 19, 1996
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(v) Asto abreach of 15 (d) (i), (ii), (iii) or (iv), the parties
agree that the obligations are immediately enforceable
in a court of competent jurisdiction. As to a breach of
15 (d) (i), (ii) or (iv) by the Plan, the parties agree there
is no adequate remedy at law and BCBSA is entitled to
obtain specific performance.

(e). BCBSA shall be entitled to enjoin the Plan or any related party in
a court of competent jurisdiction from entry into any transaction which would result in a
termination of this License Agreement unless the License Agreement has been

terminated pursuant to paragraph 10 (d) of this Agreement upon the required six (6)
month written notice.

L

(f). BCBSA ac':knowledges that it is not the owner of assets of the
Plan.

16. This Agreement supersedes any and all other agreements between the
parties with respect to the subject matter herein, and contains all of the covenants and
agreements of the parties as to the licensing of the Licensed Marks and Name. This
Agreement may be amended only by the affirmative vote of three-fourths of the Plans
and three-fourths of the total then current weighted vote of all the Plans as officially
recorded by the BCBSA Corporate Secretary.

17. If any provision or any part of any provision of this Agreement is
;udlma“y declared unlawful, each and every other provision, or any part of any

provision, shall continue in full force and effect notwithstanding such judicial
declaration.

18. . No waiver by BCBSA or the'Plan of any breach or default in
performance on the part of BCBSA or the Plan or any other licensee of any of the
terms, covenants or conditions of this Agreement shall constitute a waiver of any
subsequent breach or default in performance of said terms, covenants or conditions.

19a. All notices provided for. hereunder shall be in writing and shall be sent
in duplicate by regular mail to BCBSA orthe Plan at the address currently published
for each by BCBSA and shall be marked respectively to the attention of the President
and, if any, the General Counsel of BCBSA or the Plan.

19b. Except as prowded in paragraphs Q(b) 9(d)(iii), 15(a), and 15(b)
above, this Agreement may be terminated for a breach only upon at least 30 days'

written notice to the Plan adwsmg of the specific matters at issue and granting the
Plan an opportunity to be heard and to present its response to the Member Plans.

Amended as of November 20, 1997
-8b-
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20. Nothing herein contained shall be construed to constitute the parties
hereto as partners or joint venturers, or either as the agent of the other, and Plan shall
have no right to bind or obligate BCBSA in any way, nor shall it represent that it has
any right to do so. BCBSA shall have no liability to third parties with respect to any
aspect of the business, activities, operations, products, or services of the Plan.

21. This Agreement shall be governed, construed and interpreted in
accordance with the laws of the State of lllinois. ) ’

IN WITNESS WHEREOF, the parties have caused this License Agreement to be
executed, effective as of the date of last signature written below.
L

.BLUE CROSS AND BLUE SHIELD ASSOCIATION

By.

" Title

Date

Date__August 1, 1997

\adm



CALIFORNIA BLUE CROSS LICENSE ADDENDUM
AM;NbED AND RESTATED AS OF JUNE 12,1998 -

This License Addendum (“this Addendum”) has been amended and restated as of June 12,
1998 (the “date hereof”) by the Blue Cross and Blue Shield Association (“BCBSA™), WeliPoint
Health Networks Inc. (“WellPoint™), and the corporation identified herein as “California Blue

Cross.” Capitalized terms not otherwise defined herein shall have the meanings given them in
Article VII of WellPoint’s Charter. :

Whereas: It is fundamental to the integxity of the Blue Cross and Blue Shield names and
marks that each primary licensee remain independent of any control or influence by any particular
econormic interest or other special interest which might impair its ability to (i) exercise independent
judgment as to the programs which will best meet the needs of the communities in the state or area

for which it is responsible or (ii) function as an integral part of the Blue Cross and Blue Shield
national system of health benefits.

Whereas: WellPoint was incorporated in Delaware for the purpose of becoming the ultimate
parent corporation in an organization (the “WellPoint Organization™) which among other things
provides health care plans and related services in California under the “Blue Cross” name and under
various related marks. :

Whereas: WellPoint has assumed its position as the ultimate parent in the WellPoint
Organization as a result of a number of inter-related actions which are collectively called the
“Reincorporation” in this Addendum. The Reincorporation occurred effective as of August 4, 1997.

Whereas: Prior to the Reincorporation, the WellPoint Organization was headed by a
corporation incorporated in California which had the name “WellPoint Health Networks Inc.” (and
which is called “California Blue Cross” in this Addendum). As a result of the Reincorporation:
(i) every share of common stock issued by Cilifornia Blue Cross and outstanding immediately prior
to the Reincorporation was converted into a share of common stock issued by WellPoint;
(ii) California Blue Cross became an indirect wholly owned subsidiary of WellPoint; and (iii) the
name of California Blue Cross was changed to “Blue Cross of Cahfomxa »

Whereas: Prior to May 1996, California Blue Cross was orgamzed as a nonprofit public
_ benefit corporation. In May 1996, California Blue Cross was converted into a for-profit business

stock corporation as part of a series of interrelated actions which in this Addendum are collectively
called the “1996 For-Profit Conversion.” As part of the 1996 For-Profit Conversion, California Blue
Cross issued shares of its common stock to a California nonprofit public benefit corporation which
(i) then had the name “Western Health Partnerships,” (ii) now has the name “California HealthCare
Foundation,” and (iii) is called the “Foundation” in this Addendum. The common shares issued to

CALADG-9.98A



the Foundation (i) represented a substantial majority of California Blue Cross’s common stock
outstanding immediately after the 1996 For-Profit Conversion and (ii) camied voting power
significantly in excess of the amount which BCBSA’s licensing requirements allow to be
concentrated in the hands of any single shareholder of a primary licensee.

Whereas: To mitigate the risks and disadvantages of the concentration of common stock in
the hands of the Foundation (i) certain mechanisms and covenants (the “Original Basic Protections™)
were incorporated in the Articles of Incorporation and Bylaws governing California Blue Cross and
in agreements between California Blue Cross and the Foundation and (ii) California Blue Cross
entered into a License Addendum. dated as of May 17, 1996 (the “Original Addendum™) which
provided among other things that the primary Blue Cross license for the WellPoint Organization

would automatically terminate if there were any failure to comply with any of the Original Basic
Protections specified in the Original Addendum.

Whereas: Ir the Reincorporation, the cotnmon stock previously held by the Foundation in
California Blue Cross was converted on a share for share basis to common stock issued by WellPoint
in the Reincorporation. The Foundation held the same percentage of WellPoint's common stock
outstanding immediately after the Reincorporation as the percentage of the outstanding common
stock which the Foundation held in California Blue Cross immediately prior to the Reincorporation.
The voting power attributable to the WellPoint common stock held by the Foundation immediately
after the Reincorporation was, and as of the date hereof continues to be, significantly higher than

the percentage that BCBSA'’s licensing requirements allow to be concentrated in the hands of any
single shareholder of a primary licensee.

Whereas: In connection with the Reincorporation, WellPoint requested that notwithstanding
the concentration of its common stock in the hands of the Foundation resulting from the
Reincorporation, BCBSA issue the following licenses (the “New Licenses™): a Primary Blue Cross
License to WellPoint to replace the primary license held prior to the Reincorporation by California
Blue Cross; a Controlled Affiliate License to California Blue Cross to entitle it to conduct
operations in California under the Blue Cross name; and various other affiliate licenses to other

WellPoint subsidiaries to enable them to continue to conduct operations under the “Blue Cross”
name and/or related names.

Whereas: To induce BCBSA to issue the New Licenses, WellPoint: (i) incorporated into
its Certificate of Incorporation and Bylaws mechanisms designed to protect WellPoint from being
controlled by the Foundation (or any other large shareholder which might emerge in the future)
which are analogous to the mechanisms previously incorporated into California Blue Cross’
governing instruments; (ii) agreed with the Foundation and California Blue Cross to amend and
restate the agreements previously made by California Blue Cross with the Foundation to obtain for
WellPoint the benefit of the covenants in those agreements designed to protect WellPoint from being
controlled by the Foundation; and (iii) entered into a new license addendum dated August 4, 1997
(the “Delaware Addendum”) to take the place of the Original Addendum.

2
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Whereas: The paftie's entered into an amendment and restatement of the Delaware Addendum
(which is dated as of December 30,1997 and is herein called the “12-30-97 Restatement”) in order
to, among other things, (i) implement revised restrictions on beneficial ownership of WellPoint -

securities embodied in Section 2,1(e) hereof, and (ii) modify the definition of the term “Owriership
Limit.”

Whereas: The parties have executed this amendment and restatement of the License
Addendum in order, among other things, to reflect an amendment dated the date hereof to the Voting
Trust Agreement identified herein under which the Foundation has the ability to decrease the
proportion of Original Blue Cross Directors (as defined in Section 2.7(c)) on its Board in exchange
for earlier contributions of its shares to the Voting Trust. Each of the terms “License Addendum,”

“this Addendum,” “herein,” “hereof” and so forth as used in this instrument refers to the Delaware

Addendum as constituted after giving effect to the amendment and restatement.set forth in this
instrument.

[
Y

The parties hereby amend and restate the License Addendum to read as follows:

1. Waiver. BCBSA hereby agrees that the ownership of WellPoint shares by the Foundation
in excess of the number perrmtted by the Primary Blue Cross License will not be deemed to provide
grounds for termination of the Primary Blue Cross License so long as the conditions specified in Part
2 of this Addendum are satisfied. BCBSA also consents to the amendment to the Voting Trust
Agreement dated the date hereof. In order to obtain the waiver and consent in the preceding
sentences, WellPoint agrees that its right to hold and utilize the Primary Blue Cross License will at
all times be subject to the conditions in Part 2 of this Addendum and hereby covenants not to take
or allow any action which could provide grounds for termination of the Primary Blue Cross License.

2. Automatic Termination.

2.1 Except as otherwise expressly provided in this Part 2, WellPoint’s Primary Blue
Cross License shall automatically terminate effective at the end of the Apphcable Interval following
the occurrence of any.of the following events .

(a) Any of the provisions in Article VII of WellPoint’s Charter or any of the other Basic
Protections identified in Section 3.5 shall expire or be amended (other than to extend
its term), eliminated or.otherwise impaired or any person shall be permitted, by the
ruling of any court or otherwise, to take any action contrary to the terms of any of
the Basic Protections without the written consent of BCBSA

(®) Any VA Shares (identified as prescribed in Section 3:8) shall not be voted s
- prescribed by the terms of the Voting Agreement identified in Section 3.5(b)(3).
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Subject to Section 2.7, at any time before May 20, 2001, the Foundation®s board of

directors does not contain at least 2 majority of Original Blue Cross Directors
(determined as prescribed in Section 2.7(c)).

The Foundation shall not be independent of all state governmental authority over its
affairs including any authority over the composition and membership of its board of
directors, other than customary regulatory powers exercised by the California
Attorney General over similar situated entities and other than in accordance with
California Blue Cross’ Undertakings to the California Department of Corporations
dated March 5, 1996 as provided to BCBSA prior to May 17, 1996.

The Foundation Beneficially Owns WellPoint shares not on deposit in the Voting
Trust identified in Section 3.5(b)(4) representing:

x
¢))] 50% or more of the voting power at any time between the date hereof and
May 20, 1999; or

(2) 20% or more of the voting power at any time from and including May 20,
1999 to but not including May 20, 2001; or

A3) 5% or more of the voting power at any time on or after May 20, 2001.

(i) any Institutional Investor shall become the Beneficial Owner of WellPoint shares
representing 10% or more of the voting power of WellPoint (an “Excess Institutional
Voter”), unless such Excess Institutional Voter shall cease to be an Excess

Institutional Voter prior to the end of the Applicable Interval arising from such
Beneficial Ownership; or

(ii) any Noninstitutional Investor other than the Foundation shall become the
Beneficial Owner of WellPoint shares representing 5% or more of the voting power
of WellPoint (an “Excess Noninstitutional Voter”) unless such Excess
Noninstitutional Voter shall cease to be an Excess Noninstitutional Voter prior to the
end of the Applicable Interval arising from such Beneficial Ownership; or

(iii) any person other than the Foundation shall become the Beneficial Owner of 20%
or more of WellPoint’s then-outstanding common stock or other equity securities
which (either by themselves or in combination) represent an ownership interest of
20% or more pursuant to determinations made under paragraph 2.6 below (each, an
“Excess Owner”), unless such Excess Owner shall cease to be an Excess Owner prior
to the end of the Applicable Interval arising from such Beneficial Ownership; or
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(iv) WellPoint consolidates with. or merges with or into any person or conveys,

-assigns, transfers or sells all or substantially all of its assets to any person other than

a merger in which WellPoint is the surviving entity and immediately after which
merger no person is an Excess Institutional Voter, an Excess Noninstitutional Voter
or an Excess Owner.

For the purposes hereof, a person shall be deemed to be an “Institutional Investor”
if (but only if) (x) such person is an entity or group identified in Rule 13d-1(b)(1)(ii)
of the rules and regulations promulgated under the Securities Exchange Act of 1934
(the “Exchange Act™) as constituted on June 1, 1997, and (y) every filing made by
such person with the Securities and Exchange Commission under Regulation 13D-G
(or any successor Regulation) under the Exchange Act with respect to such person's
Beneficial Ownership shall have contained a certification having substantially
identical terms to the one required by Item 10 of Schedule 13G as constituted on
June 1, 1997. For the purposes hereof, the term “Noninstitutional Investor” means

- any person who is not an Institutional Investor.

Any shares on deposit in the Voting Trust identified in Section 3.5(b)(4) shall not
be voted in accordance with the terms of the Voting Trust Agreement identified in
Section 3.5(b)(4).

Any shares known by WellPoint to be Excess Shares shall not be voted in
accordance with the terms-in Section 9 of Article -VII of WellPoint’s Charter as
constituted immediately after the Reincorporation.

Less than a majority of the positions on the WellPoint. Board shall be held by
Independent Directors.

WellPoint shall fail to comply with the requirements of Part 4 of this Addendumn.
App' licable Interval. |

The “Applicable Interval” w1th respect to any évent specified in clause (d) or () of
Section 2.1 shall begin upon the occurrence of that event and shall end on the 40th

. day after WellPomt shall first learn of such event.

The “Apphcable Interval” _w1th-respect to any event speciﬁed in clause (f) (i), or (ii)

or (iii) of Section 2.1 shall begin upon the occurrence of that event and shall end on

the 30th day after the earlier of the time WellPoint shall first leam of such event or

the occurrence of a public filing with the Securities and Exchange Commission
disclosing such everit.



(c) The “Apphcable Interval” with respect to the event specified in clause (c) shall be
determined as prescribed in Section 2.7(b).

(d)  The “Applicable Interval” with respect to any event sﬁeciﬁed in any other clause of

Section 2.1 shall begin upor the occurrence of that-event and shall end on the 10th
day after WellPoint shall first learn of such event.

2.3  Waiver. WellPoint shall have the right to request any time prior to the expiration of
the Applicable Interval that any termination which would otherwise be caused by the occurrence of
any event listed in Section 2.1 or Section 2.7(a) be waived. Once such request has been made by
WellPoint to BCBSA, the Primary Blue Cross License and any related controlled affiliate license
shall be deemed to remain in full force and effect until a determination has been made by BCBSA.
Such determination shall be made by BCBSA’s disinterested member plans and any requested
waiver shall be deemed to have been denied unless it shall be approved at the meeting called to
consider such waiver by the affirmative vote of a majority of the disinterested BCBSA member
plans and a majority of the then current weighted vote of the disinterested BCBSA member plans.
Any such waiver may be conditioned upon such additional requirements (including but not limited
to requirements imposing new independent grounds for termination of the Primary Blue Cross
License) as shall be approved by such vote by the disinterested BCBSA member plans.

24  Notice. WellPoint shall notify BCBSA. in writing immediately after WellPoint learns
of (1) the occurrence of any event specified in Section 2.1 or Section 2.7(a) or (ii) any development

or state of facts which it is reasonably possible will lead to the occurrence of any event specified in
Section 2.1 or Sectlon 2.7(a) or Section 2.7(a).

2.5 No Implied Exemption for Other Changes. The references in the definitions of
“WellPoint’s Charter,” “WellPoint’s Bylaws,” “Voting Agreement” and “Voting Trust Agreement”
to possible future amendments thereto or to instruments which may supersede such original
instruments in the future shall not be deemed to exempt any amendment or replacement of any such
instrument from the operation of Section 2.1 and Section 2.7(a) and any such amendment or
replacement shall be deemed to cause an automatic termination at the end of the Applicable Interval

if it changes or impacts any of the terms of the Basic Protections in a manner which causes such
termination under the terms in Section 2.1 or Section 2.7(a).

2.6  Restrictions on Issuance of Securities. WellPoint shall not issue any class or series
of securities other than (i) shares of common stock having identical terms or options or derivatives
of common stock; (ii) non-voting, non-convertible debt securities; or (iii) such other securities as
WellPoint may approve, provided that BCBSA shall receive notice at least 30 days prior to the
issuance of such securities, including a description of the terms of such securities, and BCBSA shall
have the authority to determine how such securities will be counted in determining whether any
"person is an Excess Institutional Vofer, Excess Noninstitutional Voter or an Excess Owner.

6
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(a)
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Early Changes in Foundation Board.

Notwithstanding the provisions of Section 2.1(c) above, if, at any time prior to May
20, 2001, the Foundation’s board of directors does not contain at least a majority of
directors who are Original Blue Cross Directors, such event shall cause an automatic

termination of the Primary Blue Cross License at the end of the Applicable Interval
only if: .

(1)

)

at-any time on or after the date on which the number of directors that are not
Original Blue Cross Directors first becomes equal to the number of directors
that are Original Blue Cross Directors (the “Even Division Date™), the
Foundation Beneficially Owns WellPoint shares not on deposit in the Voting

Trust identified in Section 3.5(b)(4) representing 20% or more of the voting
pOoWwer; or

at any time on or after the earlier to occur of (i) the first anniversary of the
Even Division Date and (ii) the date on which the number of directors that
are not Original Blue Cross Directors first becomes greater than the number
of directors that are Original Blue Cross Directors (the “Minority Date™), the
Foundation Beneficially Owns WellPoint shares not on deposit in the Voting -

Trust identified in Section 3.5(b)(4) representing 5% or more of the voting
power.

The “Apphcable Interval” for purposes of Section 2.1(c) and Section 2.7(a) shall
begin on whxchever of the following shall earlier occur:

M

@

the earliest date wh1ch' shall occur on or-after the Even Division Date on
which the Foundation. shall Beneficially Own WellPoint shares not on
deposit in the Voting Trust identified in Section 3.5(b)(4) representing 20%
or more of the votmg power, or ' '

the earliest date as of which the Foundatxon shall Beneﬁcxally Own
WellPoint shares not on deposit in the Voting Trust identified in Section
3.5(b)(4) representing 5% or more of the voting power which shall occur on

or after the earlier of (i) the first anniversary of the Even Dmsmn Date or (ii)
the Minority: Date e

_An Applicable Interval which shall begin pursuant to this Section 2.7(b) shall end on

the 10th day after WellPoint shall first learn of the events causmg such Applicable
Interval to begin. -




()  Anindividual shall be deemed an “Original Blue Cross Director” if that individual
served as a director of California Blue Cross prior to May 17, 1996. In the event an
Original Blue Cross Director shall cease to be a Foundation director because of death
or permanent disability and the position on the Foundation Board left vacant by such
death or disability shall be filled with an individual approved by a majority of the
Original Blue Cross directors then remaining on the Foundation's Board, then the
individual so approved shall be deemed to be an “Original Blue Cross Director.” For
purposes of determining whether and when the Even Division Date or the Minority
Date shall have occurred, such vacant position shall be counted as if it were held by
an Original Blue Cross Director for a period beginning when the vacancy arises and
ending at the earliest of (i) 60 days after such vacancy shall arise, (ii) the date such
vacancy is filled by an individual not approved by a majority of the Original Blue
Cross directors then remaining on the Foundation’s Board or (iii) the approval by the

Foundation Board of any course of action which would provide grounds for
termination of the Primary Blue Cross License.

3. Definitions. The following terms shall have the following meanings as used herein:

3.1  Primary Blue Cross License. The term “Primary Blue Cross License” means the

license to use the Blue Cross name and all other rights granted under or by reason of the Blue Cross

.License Agreement dated as of August 4, 1997 between BCBSA ‘and WellPoint and under any
amendments or supplements to, or restatements or replacements of, that Agreement. The Primary

Blue Cross License shall at all times be subject to this Addendum and in the event of any conflict

between the Primary Blue Cross License and this Addendum, this Addendum shall control. In the

event the Primary Blue Cross License shall terminate, such termination shall have the effect of

terminating the right of any WellPoint subsidiary to use the Blue Cross name and all other names
or rights licensed from BCBSA. '

3.2  Voting Power. The WellPoint shares Beneficially Owned by any particular person
shall be deemed to represent a percentage of the voting power equal to the percentage of all votes
which could be cast in any election of any WellPoint director which could be accounted for by the
shares Beneficially Owned by that particular person. If in connection with an election for any
particular position on the WellPoint Board, shares in different classes or series are entitled to be
voted together for purposes of such election, then in determining the number of “all votes which
could be cast” in the election for that particular position for purposes of the preceding sentence, the
number shall be equal to the number of votes which would be cast in the election for that parucula.r
position if all shares entitled to be voted in such election (regardless of series or class) were in fact
voted in such election. If WellPoint shall issue any series or class of shares for which positions on
the Board are reserved or shall otherwise issue shares which have voting rights which can arise or
vary based upon terms governing that class or series, then the percentage of the voting power
represented by the WellPoint shares Berieficially Owned by any particular person shail be the

CALADG-9.98A




highest percentage of the total votes which could be accounted for by those shares in any election

of any director.

33 WellPoint Share. The term “WellPoint share” designates and includes a share of

common stock and a share (or other basic unit) of any class or series of any other equity security
which WellPoint  may at any time issue or be authorized to issue.

34 eneficial Ownership:

(@ Except as otherwise provided in Section 3.4(b), any particular person shall be
" deemed to Beneficially Own and to be the Beneﬁcial Owner of:

¢

@

€)
@

&)

(6)
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Any WellPoint share in which such person shall then have a direct or mdxrect
beneficial ownership mte{est

Any WellPoint share in which such person shall have the right to acquire any
direct or indirect beneficial ownership interest pursuant to any option or other

agreement (either immeédiately or after the passage of time or the occurrence
of any- contmgency),

Any WellPoint share which such person shall have the right to vote;

Any WellPéint share (i) which constitutes an “Excess Share” under -

Article VII of WellPoint’s Charter or any successor to such provision and
(ii) of which such person is the “Purported Owner” under such Article VII
(or has an equivalent position under any. such successor provision);

Any WellPoint share in which such persdn shall hold any other interest

which would count in determining. whether such person would be required
to filea Schedule 13D; and

Any WellPoint share which shall be Beneﬁcially Owned (under the concepts
provided ‘in-the preceding clauses) by any affiliate or associate of the

. particular person or by any other person with whom the particular person: or

any. such affiliate or associate has any agreement, arrangement or
understanding. (other than customary agreements with and between
underwriters and selling group members with respect to a bona fide public
offering of securities or other than that certain Amended and Restated
Registration Rights Agreement between WellPoint and the Foundation dated
as of August 4, 1997) relating to the acquisition, holding, voting or disposing

. of any WellPoint shares. For purposes of this' Addendum, the terms

“affiliate” and “associate” have the same meanings they have under Rule

9
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12b-2 under the Exchange Act as such Rule is constituted and interpﬁted on
June 1, 1997.

" Exceptions:

)

@)

@)

A person shall not be deemed to “Beneficially Own™ or have “Beneficial
Ownership” of any particular WellPoint shares by reason of possessing the
right to vote if (i) such right arises solely from a revocable proxy or consent
given to such person in response to a public proxy or consent solicitation
made pursuant to, and in accordance with, the applicable rules and
regulations promulgated under the Exchange Act, and (ii) such person is not
the Purported Owner of any Excess Shares (as those terms are used in
Article -VII of WellPoint’s Charter), is not named as holding a beneficial
ownership interest in any, WellPoint shares in any filing on Schedule 13D,

and is not an affiliate or associate of any such Purported Owner or named
person.

A member of a national securities exchange or a registered depository shall
not be deemed to “Beneficially Own™ or have “Beneficial Ownership” of any
particular WellPoint shares held directly or indirectly by it on behalf of
another person (and not for its own account) solely because such member or
depository is the record holder of such WellPoint shares, and (in the case of
such member) pursuant to the rules of such exchange, such member may
direct the vote of those WellPoint shares without instruction on matters
which are uncontested and do not affect substantially the rights or the
privileges of the holders of the shares to be voted, but is precluded by the
rules of such exchange from voting those particular WellPoint shares without
instruction on either contested matters or matters that may affect substantially
the rights or the privileges of the holders of the WellPoint shares to be voted.

A person who in the ordinary course of business is a pledgee of WellPoint
shares under a written pledge agreement shall not be deemed to “Beneficially
Own” or have “Beneficial Ownership” of those pledged WellPoint shares
solely by reason of such pledge until the pledgee has taken all formal steps
which are necessary to declare a default or has otherwise acquired the power
to vote or to direct the vote of such pledged WellPoint shares, provided that:

(A) - The pledge agreement is bona fide and was not entered into with the
purpose nor with the effect of changing or influencing the control of

. WellPoint, nor in connection with any transaction having such
purpose or effect, including any transaction subject to Rule 13d-3(b)

10



promulgated under the Exchange Act as constituted on June 1, 1997;
and

(B) The pledge agreement does not grant to the pledgee the right to vote -
or to direct the vote of such pledged WellPoint shares prior to the

time the pledgee has taken all formal steps which are necessary to
declare a default.

(4) A person engaged in business as an underwriter or a placement agent for
securities who enters into an agreement to acquire or acquires any particular
WellPoint shares solely by reason of its participation in good faith and in the
ordinary course of its business in the capacity of underwriter or placement
agent in any underwriting or agent representation registered under the
Securities Act of 1933, as amended and as constituted on the date hereof (the
“Securities Act™), a bona fide private placement, a resale under Rule 144A
promulgated under the Securities Act or in any foreign or other offering
exempt from the registration requirements under the Securities Act shall not
be deemed to “Beneficially Own” or have “Beneficial Ownership™ of those
particular WellPoint shares until the expiration of forty (40) days after the
date- of such acquisition so long as (i) such person does not vote such
WellPoint shares during such period and (ii) such participation is not with the
purpose or with the effect of changing or influencing control of WellPoint,
nor in connection with or facilitating any transaction having such purpose or
effect, including any transaction subject to Rule 13d-3(b) promulgated under
the Exchange Act as such Rule is constituted on June 1, 1997.

(5) - If WellPoint shall sell shares in a transaction not involving any public

. offering, then each purchaser in such offering shall be deemed to obtain
Beneficial Ownership in such offering of the shares purchased by such
purchaser but no particular purchaser shall be deemed to have acquired
Beneficial Ownership in such offering of shares purchased by any other
purchaser solely by reason of the fact that all such purchasers are parties to
customary agreements relating to the purchase of equity securities directly
from WellPoint in a transaction not involving a public offering, provided
that:

(A) All the purchasers are persons specified in Rule 13d-1(b)(1)(ii)
promulgated under the Exchange Act as such Rule is constituted on
J_une 1,1997; .

(B) The purchase is in the ordinary course of each purchaser’s business
and not with the purpose nor with the effect of changing or

11
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3.5

(a)
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influencing control of WellPoint, nor in connection with or as a
participant in any transaction having such purpose or effect, including
any transaction subject to Rule 13d-3(b) promulgated. under the
Exchange Act as such Rule is constituted on June 1, 1997;

(C) There is no agreement among or between any purchasers to act
together with respect to WellPoint or any WellPoint shares except for
" the purpose of facilitating the specific purchase involved; and -

(D) The only actions among or between any purchasers with respect to
' ‘WellPoint or its securities subsequent to the closing date of the
nonpublic offering are those which are necessary to conclude
ministerial matters directly related to the completion of the offer or

sale of the WellPoitnt shares sold in such offering.

Basic Protections:

The term “Basic Protections” designates and includes the following provisions in
WellPoint’s Charter: Section 1 of Article IV; all provisions in Article VII and
Article IX; and the provision is Article XI which requires the affirmative vote of at
least 75% of each class of WellPoint shares, represented and voting at a duly held
meeting at which a quorum is present, voting by class to amend any of the provisions
cited in this sentence or to amend Sections 2, 6, 8 or 10 in Article IV of WellPoint’s
Charter. (The term “WellPoint’s Charter” as used in this Addendum means
WellPoint’s Restated Certificate of Incorporation as in effect from time to time after
the Reincorporation. In the event WellPoint’s Charter shall be replaced by another
govemning instrument as a result of a merger, a reorganization or other similar event,
if any, then the term “WellPoint’s Charter” shall thereafter refer to such other
goveming instrument and the citations and terms used in this agreement shall be

deemed adjusted to refer to the appropriate provisions in such subsequent
instrument.)

Until the Diversity Goal (identified in Section 3.6) is achieved, the term “Basic
Protections™ also means:

(1)  Sections 2, 6, 8, and 10 in Article IV in WellPoint’s Charter.

(2) The following provisions in WellPoint’s Bylaws: Sections 2 and.3 of
Article IIT; and Section 2 of Article IV. (The term “WellPoint’s Bylaws™ as
used in this Addendum means WellPoint’s Bylaws as in effect from time to
time after the Reincorporation. In the event WellPoint’s Bylaws shall be
replaced by -another goveming instrument as a result of a merger, a
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reorganization or other similar event, if any, then the term “WellPoint’s
Bylaws™ shall thereafter refer to such other governing instrument and the
citations and terms used in this agreement shall be deemed adjusted to refer
to the appropriate provisions in such subsequent instrument.)

The Voting Agreement. (The term “Voting Agreement” whenever it is used
in this Addendum means the Amended and Restated Voting Agreement dated
as of August 4, 1997 between WellPoint, California Blue Cross and the
Foundation as in effect from time to time after the Reincorporation. Inthe
event the Voting Agreement shall be replaced by another agreement as a
result of a merger, a reorganization or other similar event, if any, then the

term “Voting Agreement” shall thereafter refer to that replacement agreement
and the citations and terms used in this agreement shall be deemed adjusted
to refer to the appropriate Provisions in that replacement agreement.)

The Voting Trust Agreement. (The term “Voting Trust Agreement”
whenever it is used in this Addendum means the Amended and Restated
Voting Trust Agreement dated as of August 4, 1997 between the Foundation
and Wilmington Trust Company as constituted after giving effect to the
amendment thereto dated the date hereof. In the event the agreement in the
preceding sentence shall be amended after the dated hereof, then the term
“Voting Trust Agreement” shall thereafter mean that agreement as so
amended. In the event the Voting Trust Agreement shall be replaced by

- another agreement as a result of a merger, a reorganization or other similar

event, if any, then the term “Voting Trust Agreement” shall thereafter refer
to that replacement agreement and the citations and terms used in this
agreement shall be deemed adjusted to refer to the appropriate provisions in
that replacement agreement. The term “Voting Trust” whenever it is used in

this Addendum means the voting trust governed by the Voting Trust
Agreement.)

Section 12 of the Amended and Restated Registration Riglits Agreement
among WellPoint, California Blue Cross and the Foundation.

3.6 Diversity Goal. The Foundation’s Diversity Goal shall be deemed to be achieved

when the Foundation shall Beneficially Own WellPoint shares representing less than 5% of the
voting power and shall not be an Excess Owner.

3.7 Independent Directo Any parucular individual shall be deemed to be a -
“Independent Director” if (but not unless) such individual

CALAD6-9.98A
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(a) either (i) is David R. Banks, W. Toliver Besson, Roger E. Birk, Sheila P. Burke,
Stephen L. Davenport, Julie A. Hill, Elizabeth A. Sanders, or Leonard D. Schaeffer
or (ii) was elected to the Board after the date hereof with the approval of two thirds
of the directors then in office who then constituted Independent Directors

and

(b)  does not Beneficially Own WellPoint shares which represent more than 5% of the
voting power, ) )

and

() was not nominated by a person who Beneficially Owns WellPoint shares
representing more than 5% of the voting power or who is an “Excess Owner” and,
prior to such individual’s electi})n, did not have any agreement, arrangement or
understanding with any such Beneficial Owner with respect to any action to be taken

by such individual as a director.
. 3.8 :VA Shares. All WellPoint shares which shall be Beneficially Owned by the

Foundation at any particular time shall be deemed to be “VA Shares” except that (i) WellPoint
shares which are held in the voting trust created by the Voting Trust Agreement and are voted as
required by the terms of the Voting Trust Agreement shall not be deemed VA Shares so long as they
are so held and voted and (ii) the Foundation shall be entitled to Beneficially Own at any particular
time WellPoint shares representing up to 5% of the voting power free of (and without being subject
in any way to) the voting requirements -in either the Voting Trust Agreement or the Voting
" Agreement and none of the WellPoint shares Beneficially Owned by the Foundation at or below this
5% limit shall be deemed VA Shares. Without limiting by implication the generality of the
preceding sentence, so long as the only Capital Stock outstanding is Common Stock, any.share of
.Common Stock which shall be Beneficially Owned by the Foundation at any particular time in
excess of 5% of the number of shares of Common Stock then outstanding shall be deemed a VA
Share unless at that particular time it is on deposit in'the voting trust created by the Voting Trust
Agreement and is required to be voted in accordance with the terms of the Voting Trust Agreement.

3.9 - Exchange Act. The term “Exchange Act” means the Securities Exchange Act of 1934
as amended or supplemented at the time as of which the term shall be applied and any other federal

law which BCBSA shall reasonably judge to have replaced or supplemented the coverage of the
Securities Exchange Act of 1934 as in effect on the date hereof.

3.10 Schedule 13D. The term “Schedule 13D means a report on Schedule 13D under
Regulation 13D under the Exchange Act as constituted on thie date hereof and any report which may

be required in the future under any requirement which BCBSA shall reasonably judge to have any
of the purposes served by Schedule 13D on the date hereof.

14
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3.11 Ownership Limit.

()  From and after the date hereof, the term “Ownership Limit” defined in Article VII

of WellPoint’s Restated Certificate of Incorporation shall for all purposes mean the
following: .

(1)  For all stockholders that are Noninstitutional Investors (as defined herein),
that number of shares of Capital Stock one share lower than the number of
shares of Capital Stock which would represent 5% of the Voting Power (as
defined in the Restated Certificate of Incorporation); and

(2)  For all stockholders that are Institutional Investors (as defined herein), that
: number of shares of Capital Stock one share lower than the iumber of shares
of Capital Stock which would represent 10% of the Voting Power.

(b) The parties hereto intend that the revisions contained herein to the definition of the
term “Ownership Limit” shall constitute an agreement in writing between the parties
hereto within the meaning of Section 14(£)(2) of Article VII of WellPoint’s Restated
Certificate of Incorporation and as such shall apply to the interpretation of such term
for all purposes.under WellPoint’s Restated Certificate of Incorporation.

4, Commitment to Use Blue Cross Marks.

4.1  WellPoint covenants that all Relevant Businesses conducted in the State of California
by WellPoint or any of its affiliates will be conducted after the date hereof under the name *“Blue
Cross of California” and will be conducted utilizing the Blue Cross name and marks in identifying
such business. The term “Relevant Businesses” means all health- care benefits businesses which
were conducted on February 13, 1996 by California Blue Cross or its subsidiary which then had the

' hame “CaliforniaCare Health Plans” and the businesses in California which may develop or evolve
from those businesses after February 13, 1996. The term “Relevant Businesses” shall not include
(except as provided in Section 4.2) the business acquired by California Blue Cross from
Massachusetts Mutual Life Insurance Company on March 31, 1996 (the.“MassMutual Business™)

and shall not include the workers’ compensation business conducted by WellPoint’s subsidiary -
UniCARE Insurance Company. i :

42  The MassMutual Business comprised of accounts with California headquarters
(“California Accounts™) shall be transitioned to being offered by WellPoint, California Blue Cross,
or BC Life & Health Insurance Company on or prior to May 17, 2001 and after such transition shall
use the Blue Cross name and marks to the extent required by this Part 4 for businesses operated by
those companies. No:new California Accounts shall become part of the MassMutual Business after
May 17, 1996, but rather all new accounts with California headquarters arising after May 17, 1996

15
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shall be offered by WellPoint, California Blue Cross, or BC Life & Health Insurance Company and

shall use the Blue Cross name and marks to the extent required by this Part 4 for businesses operated
by those companies. '

43  BCLife & Health Insurance Company and WellPoint shall take the actions necessary
so that BC Life & Health Insurance Company (i) continuously meets all qualifications necessary to
hold a-controlled affiliate license from BCBSA, (ii) utilizes the Blue Cross of California name and
Blue Cross marks in marketing materials, (iii) identifies its products in marketing materials as being
brought to its subscribers by “Blue Cross of California,” and (iv) shall identify itself in marketing
materials as an affiliate of Blue Cross of California.

44  Transfers of businesses from WellPoint or California Blue Cross to BC Life & Health
Insurance Company after January 13, 1997 (the “Transferred Businesses™) shall not violate this Part
4 if, on or prior to May 17, 2001, the Transferred Businesses do not comprise in excess of 50% of
the Relevant Businesses, based on relative shnual premium revenues, and such Transferred
Businesses are marketed under the Blue Cross of California name and Blue Cross marks.

4.5 The covenants in this Part 4 afe in addition to and distinct from WellPoint’s

obligations under the Primary Blue Cross License. For purposes of this Part 4 only, the term
“affiliate” does not include the Foundation.

5. No Other Waiver. , Nothing herein shall constitute a waiver of BCBSA's rights to terminate
the Primary Blue Cross License for any reason allowed under the Primary Blue Cross License other
than the reason expressly waived in Part 1 of this Addendum. All agreements, understandings or
other circumstances which were made or arose prior to the issuance of the Primary Blue Cross
License granting WellPoint, California Blue Cross or any of their respective subsidiaries or
predecessors licenses or rights in the Blue Cross name or other rights licensed by BCBSA are hereby
terminated effective as of the issuance of the Primary Blue Cross License, and neither WellPoint nor
California Blue Cross nor any of their respective affiliates shall have any rights under or by reason
of such earlier agreements, understandings or other circumstances. The rights of WellPoint,
California Blue Cross and their respective subsidiaries to use the Blue Cross name and other rights
licensed by BCBSA shall instead be derived from the date of issuance of the Primary Blue Cross
License exclusively from the Primary Blue Cross License and related written agreements granted
on or after the time of the issuance of the Primary Blue Cross License. The Delaware Addendum
shall govern during the period from the issuance of the Primary Blue Cross License to but not
including December 30, 1997; the terms of the 12-30-97 Restatement shall govern from and
including December 30,1997 to but not including the date hereof, and the terms of this amendment
and restatement of the License Addendum shall govern from and after the date hereof.
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6.  Miscellaneous

6.1  WellPoint shall not assign its rights or obligations under this Addendum to any other
person without the prior written consent of BCBSA. BCBSA shall have the right to assign its rights
under this Addendum to any corporation or other entity which shall assume any of its responsibility
for the Blue Cross name or other rights licensed under the Primary Blue Cross License Agreement.
This Addendum and the provisions hereof shall be binding upon each of the parties, and their

successors and assigns, and shall inure to the benefit of each party’s successors and. permitted
assignees. ' '

6.2  Anyterm or provision of this Addendum may be amended, and the observance of any
term of this Addendum may be waived (either generally or in a particular instance and either
retroactively or prospectively) only by a writing signed by the party to be bound thereby. Without
. limiting by implication the generality of the preceding sentence, every time any event listed in

Section 2.1 or Section 2.7(a) shall occur, it shall constitute a separate and self-sufficient cause for
automatic termination of the Primary Blue Cross License regardless of whether any prior occurrence
of such event or any other event shall have been waived absolutely or conditionally. The failure of
any party to enforce any of the provisions hereof shall not be construed to be a waiver of the right
of such party thereafter to enforce such provisions.

6.3  Each of the parties acknowledges that the other party will be irreparably harmed and
that there will be no adequate'remedy at law for a violation of any of the covenants of the other party
set forth herein. Therefore, it is agreed that, in addition to-any other remedies that may be available
to either party to this Addendum in connection with any such violation or prospective violation, such

party shall have the right to enforce such covenant by specific performance, by injunctive relief or
by any other means avajlable to such party at law or in equity.

6.4  WellPoint warrants to BCBSA that: (i) the Merger identified in the proxy statement
issued on May 9, 1997 by California Blue Cross has become effective in Delaware and California
on the terms and with the effect described in that proxy statement; (ii) WellPoint provided BCBSA
prior to August 4, 1997 with complete and: accurate capies of WellPoint’s Charter, WellPoint's
Bylaws, the Voting Agreement, the Voting Trust Agreement and the Registration Rights Agreement
as constituted immediately after the Reincorporation; (iii) there.has been no change to any of the
things cited in clause (ii) except for the amendment to the ‘Voting Trust Agreement dated the date
héreof and WellPoint provided a complete and accurate copy of that amendment to BCBSA prior
to the date hereof; (iv) the Foundation has executed and delivered the Voting Agreement, the Voting
Trust Agreement, the amendment to the Voting Trust Agreement dated the date hereof; and the
Registration Rights Agreement; (iv) on the date hereof, the Foundation Beneficially Owns
approximately 25.6% of WellPoint’s common stock outstanding; and (v) no person other than the
Foundation Beneficially Owns WellPoint shares representing more than 5% of the voting power.
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6.5  Theinternal laws of the State of Illinois (irrespective of its choice of law principles)
shall govern all issues concerning the validity of this Addendum, the construction of its terms, and
the interpretation and enforcement of the rights and duties of the parties.

18
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Each of the parties has exécuted this arnendment and restatement 6f the New Addendum
to evidence its agreement to be bound by all of its terms.

CALAD326.98A

Blue Cross and Blue Shield Association

Name:
Title:

WellPoint, Health Networks Inc.

(a Delaware corporatlon identified herein as
"WellPoint")

.
By: Tiowiec C/a-&f—;m

Name:
Title:

Blue Cross of California

(a California corporation identified herein as
"California Blue Cross")

By: _ Txtevmneo-c C ﬂm;m
Name:
- Title: ~
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FEDERAL ELECTION COMMISSION
Washington, DC 20463

November 10, 1999

James A. Sivesind

Reed & Davidson

520 South Grand Avenue

Suite 700 ¢

Los Angeles, CA 90071-2645

Dear Mr. Sivesind:

~ This refers to your letter dated November 4, 1999, on behalf of WellPoint Health
Networks Political Action Committee, concerning the application of the Federal Election
Campaign Act of 1971, as amended (“the Act”), and Commission regulations to the
question of its affiliation with Blue Cross and Blue Shield Association PAC.

You have presented information as to the corporate reorganization surrounding
WellPoint Health Networks, Inc. (“WellPoint”) and Blue Cross of California (“BCC™)
and its effect on the relationship between WellPoint and the Blue Cross and Blue Shield
Association (“BCBSA”). You also present other information as to WellPoint’s
organizational relationships with various corporate entities.

The Act authorizes the Coinmission to issue an advisory opinion in response to a
“complete written request” from any person with respect to a specific transaction or
activity by the requesting person. 2 U.S.C. §437f(a). Commission regulations explain
that such a request “shall include a complete description of all facts relevant to the

specific transaction or activity with respect to which the request is made.” 11 CFR
112.1(c).

In view of the cited requirements, you will need to provide certain documents and
additional information. Please send copies of WellPoint’s charter and bylaws and
WellPoint’s licensing agreement with BCBSA. In order to obtain a clear picture of how
the organizational relationships have changed, we will also need two charts. One should
show how the BCC group of entities was organized (control and ownership relationships)
prior to the series of conversions and recapitalizations that began in 1993, and the
relationship of such entities to BCBSA. The second chart should show the same kinds of
information for the present. The chart should be accompanied by clarifying explanations.



Letter to James A. Sivesind
Page 2

In addition, please provide a more detailed explanation as to the application of the
BCBSA membership standards to WellPoint. Specifically, please explain which
membership standards have been waived and which remain in effect, and how such
waivers affect BCBSA'’s relationship with WellPoint.

Upon receiving the requested documents and information, this office will give
further consideration to your inquiry. If you have any questions concerning the advisory

opinion process or this letter, please contact Jonathan Levin, a senior attorney in this
office, at 202-694-1650.

Sincerely,

. Lawrence M. Noble
General Counsel

. Bradley Litchfield
Associate Gen_eral Counsel



REED & DAVIDSON

ATTORNEYS AT LAW
OANA W. REED
CARY DAVIDSON
JAMES A. SIVESIND SUITE 700
JEFFREY E., LANGAN LOS ANGELES, CALIFORNIA 90071-2645
Pyt TELEPHONE (213) 824-6200
IRA D. OLASKY

FLORA S. YIN FACSIMILE (213) 623-1692

520 SOUTH GRAND AVENUE

OF COUNSEL WWW.POLITICALLAW.COM
BRADLEY W. HERTZ ' '

November 4, 1999

Federal Election Commission

Office of General Counsel

999 E Street, N.W. "
Washington, D.C. 20463

Re: WellPoint Health Networks “WELLPAC”

Dear Mr. Noble:

OTHER OFFICES

ORANGE COUNTY
{71s) 841-1688

SACRAMENTO
(916) 447-1688

On behalf of WellPoint Health Networks Political Action Committee (“WELLPAC”), we seek

an Advisory Opinion finding that WELLPAC is no longer affiliated with the Blue Cross and Blue
Shield Political Action Committee (“BluePac”), the separate segregated fund of the Blue Cross
and Blue Shield Association (“BCBSA™). In 1990, the Commission issued an opinion concluding
that BCBSA was affiliated with each of its regular member plans. [FEC AO 1990-22 (Nov. 15,
1990) (the “1990 Advisory Opinion”)]. However, since that time, WellPoint Health Networks
Inc. (“WellPoint™) has reorganized, and significant changes have occurred in WellPoint’s and its
Blue Cross of California (“BCC™) subsidiary’s relationship with BCBSA. We believe that these
changes warrant a finding by the Commission that WELLPAC and BluePac are no longer

affiliated’.

WellPoint is a publicly traded managed care company with subsidiaries that offer a variety of
health care plans and specialty products such as preferred provider organizations, pharmacy
benefit management, dental, behavioral health and life insurance. WellPoint’s subsidiaries operate
under the Blue Cross and UNICARE brand names in California and under the UNICARE brand
name in other states. WellPoint and BCC have signed license agreements* with BCBSA granting
WellPoint, BCC and Blue Cross Life & Health Insurance Company (“BC Life™) the exclusive use
of the Blue Cross name and marks in California. WellPoint’s subsidiaries provide medical plans

This Advisory Opinion requési is limited to the issue of the disaffiliation of BluePac and WELLPAC
based on significant changes related to the corporate organization of WellPoint since the 1990 Advisory Opinion.
We express no view on whether BluePAC should be disaffiliated from other member PACs.

2 WellPoint has a primary license agreement with BCBSA; BCC and BC Life, wholly-owned subsidiaries

of WellPoint, have a controlled affiliate license agreement with BCBSA.
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and specialty products under the UNICARE name to members in all fifty states, with offices in
Alabama, the District of Columbia, Georgia, Illinois, Maryland, Massachusetts, Michigan,
Mississippi, Nevada, New York, North Carolina, Ohio, Texas and Virginia.

BCC was originally established in 1937 as a nonprofit public benefit corporation. Between 1993
and 1996, BCC underwent a for-profit conversion and recapitalization in which it merged with
and became a subsidiary of one of its former subsidiaries, WellPoint. Eighty percent of the shares
issued by WellPoint during the conversion were transferred to California HealthCare Foundation
(“CHF™), a charitable foundation. Since its 1996 establishment, CHF has sold its shares of
WellPoint stock in several public offerings. CHF now holds approximately 6.7 percent of
WellPoint’s common stock and is among WellPoint’s largest shareholders. '

Affiliation Analysis

WELLPAC and BluePac are not automatically affiliated since they are not sponsored by a single
corporation or its subsidiaries. Here, we will address each of the affiliation factors listed in
Sections 100.5(g)(4)(ii) and 110.3(a)(3)(ii) of the Commission regulations. We believe that the
facts demonstrate that BCBSA does not exercise a substantial degree of participation and control
over the policies, practices and daily operations of WellPoint, and that the nature of the
relationship between WellPoint and BCBSA has materially changed since 1990. Therefore, the
separate segregated funds of these two organizations are not affiliated.

A. Controlling Iﬁterest :

BCBSA does not own any direct or indirect interest in WellPoint. In addition, these two .

sponsoring organizations do not have common shareholders since BCBSA is a non-stock
corporation. :

B. Corporate Aufhoﬁ_u

BCBSA refers to itself as “An Association of Independent Blue Cross and Blue Shield Plans,” and -
its publications emphasize that.all of its member plans are independently owned and operated
companies. A Blue Cross membership standard adopted after 1990 requires WellPoint to include
a notice that it is an independent licensee of BCBSA on all public communications, including
advertising, annual reports to shareholders, and contracts with providers and subscribers.
Furthermore, WellPoint’s licenise does not permit the corporation to imply that its obligations are
backed up by BCBSA or to refer to the Blue Cross or Blue Shield plans as a single organization.

BCBSA adopted these requirements so that BCBSA and 1ts other licensees would not be held
liable for the debts or obligations of a licensee.
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The license agreements between WellPoint, BCC,.BC Life and BCBSA also require WellPoint
and California HealthCare Foundation, a minority shareholder of WellPoint, to comply with
certain other membership standards.> While several of these membership standards are restated in
WellPoint’s Charter (Certificate of Incorporation) and Bylaws, these provisions were added
primarily for the purposes of diminishing CHF’s influence at the time CHF had a controlling
interest in WellPoint and preventing other special interests, such as health care providers, from
acquiring control over WellPoint. Significantly, CHF no longer has a controlling interest in
WellPoint and now holds less than 7% of the WellPoint stock. In short, these provisions should

in no way be viewed as providing any authoritysto BCBSA with respect to directing or
participating in the governance of WellPoint.

However, the membership standards are not mandatory. For example, WellPoint does not satisfy
the standard that a BCBSA member plan must be operated as a nonprofit corporation. In recent
years, BCBSA member plans in Georgia and other states have also gone through for-profit
conversions. Additionally, Directors of BCBSA may approve a waiver of a membership standard.
WellPoint requested and obtained a waiver of the membership limits.

We are aware of several Advisory Opinions in which the Commission determined that a
corporation was affiliated with its licensees, but we believe the facts in those opinions
demonstrated a much closer relationship between participation and control among the affected

3 The requirements that affect WellPoint include the following:

. WellPoint must seck approval from BCBSA for any transfer of control or assignment of rights or
obligations related to the use of the Blue Cross name and marks;

. WellPoint must maintain certain levels of capital in order to remain a licensee;

. Institutional investors may not beneficially own more than 10 percent and non-institutional

investors may not own more than five percent of WellPoint’s shares;

At least a majority of the positions on the WellPoint board must be held by dnrectors who do not

own more than a five percent interest in WellPoint and are not employees or shareholders of a

health care provider;

WellPoint must make a commitment to operate all its Cahforma healthcare businesses, other

than certain businesses acquired from Massachusetts Mutual Life Insurance Company, under the
Blue Cross name.

The requirements that affect the California Healthcare Foundation, a minority shareholder in WellPoint
include the following:

. CHF must dispose of or deposit into a voting trust all except five percent of its WellPoint
common stock by June 12, 1999;

Certain shares covered by a voting agreement oravotmg trust agreement with CHF must voted
according to the terms of those agreements;

. Until CHF owns no more than five percent of WellPoint’s stock, WellPoint is required to have a
nominating committee comprised of three directors, including at least one designated by BCC;
For a defined period, a majority of CHF's directors (and then at least 50%) were required to be
former directors of California Blue Cross.



Federal Election Commission
November 4, 1999
Page Four

entities than now exists between BCBSA and WellPoint. For example, in Advisory Opinion
1985-31 (Nov. 22, 1985), the Commission decided that an insurance carrier was affiliated with
each insurance agency that had entered into a “Full Service Agency Agreement” with the carrier.
The agreement required the agency to sell only the carrier’s policies and to obtain the carrier’s
prior approval before selling or transferring the agency. In return, the carrier paid one half of the
agency’s public relations expenses and provided other funds and services. In Advisory Opinion
1992-7 (Apr. 10, 1992), the Commission concluded that H & R Block, Inc. was affiliated with its
franchisees, which were required to provide tax preparation and related services under the H & R
Block name and marks only. The license agreements included covenants not to compete with H
. & R Block, Inc. and its other franchisees; prohibitions against divulging trade information; and
requirements concerning the franchisee’s hours of operation, maintenance of offices and
equipment and hiring decisions. Other Advisory Opinions which discuss affiliation between a
restaurant chain and its franchisees emphasize the license agreements’ “extensive and detailed
specifications concerning all aspects of the operation” of the franchisee, including “staffing,
service, and building maintenance and design.” [FEC AO 1988-46 (Nov. 30, 1988); FEC AO -
1979-38 (July 31, 1979);, FEC AO 1978-61 (Oct. 10, 1978); FEC AO 1977-70 (Mar. 29, 1978)].

WellPoint’s license agreement with BCBSA contains a limited number of restrictions, but does °
not include the extensive and detailed specifications concerning all aspects of the operation of the
licensee’s business which were typically found in the prior licensée Advisory Opinions. [See FEC
AO 1978-61 (Oct. 10, 1978); FEC AO 1977-70 (Mar. 29, 1978)]. BCBSA has no authority to

control WellPoint’s and its subsidiaries’ decisions regarding staffing, service, and building
maintenance and design. [Id.].

Moreover, unlike the licensees discussed.in these opinions, WellPoint is not required to operate its
health, life insurance and other related businesses solely under the Blue Cross name. [See FEC
AO 1992-7 (Apr. 10, 1992); FEC AO 1985-31 (Nov. 22, 1985)]. WellPoint owns a number of
other businesses that do not operate under the Blue Cross name. These corporations include
UNICARE medical plans and-various specialty businesses and plans that serve 30 million
members. The nature and extent of the BCBSA license agreement does not demonstrate the kind
of direction and control over WellPoint that existed in the previously issued Advisory Opinions.

BCBSA'’s relationship with WellPoint is comparable to the contractual business relationship found
between Anheuser-Busch Companies, Inc. and its wholesale distributors, which was discussed in
Advisory Opinion 1985-7 (Mar. 15, 1985). Under each Wholesaler Equity Agreement between
Anheuser-Busch and a wholesaler; Anheuser-Busch was granted “a limited degree of influence
over the management of the wholesaler, and also [had] the right to approve certain transfers and -
changes in the ownership of the wholesaler.” In addition, the agreement included “provisions
spelling out various operating, sales and merchandising methods and standards that must be
adhered to by the wholesaler.” Nevertheless, the Commission concluded that Anheuser-Busch
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was not affiliated with any wholesaler because each wholesaler “maintainfed] its status as an-
independent business, and its independence [was] not significantly impaired by its contractual
relationship with Anheuser-Busch.” The Commission noted that the wholesaler had the right to

choose its own manager without interference from Anheuser-Busch and was permitted to market
the products of other brewers.

WellPoint is currently planning to acquire another BCBSA licensee, Cerulean Companies, Inc.
(“Cerulean™), the parent company of Blue Cross and Blue Shield of Georgia and other managed
care and specialty plans. Pursuant to the reorganization plan, Cerulean will merge into a
subsidiary of WellPoint. The merger plan, which is awaiting approval from the Georgia
Department of Insurance, was approved by the shareholders of Cerulean on June 25, 1999.

* Cerulean provides managed care and related services under other brand names as well as the Blue
Cross and Blue Shield brand name. Thus, as a result of the merger, WellPoint will acquire three

separate subsidiaries: Blue Cross and Blue Shield of Georgia, HMO Georgia and Greater Georgia
Life Insurance Company.

In the last few years, WellPoint has acquired other subsidiaries that are not Blue Cross licensees.
These acquisitions, which have significantly increased WellPoint’s membership, were completed
by WellPoint independently of its business contract with BCBSA. For example, WellPoint
purchased the Life and Health Benefits Management Division of Massachusetts Mutual Life
Insurance Company in 1996. Similarly, in 1997, WellPoint completed the acquisition of the

Group Benefits Operations of John Hancock Mutual Life Insurance Company. These businesses
now operate under the UNICARE brand name.

In sum, the corporate authority factor has maierially changed since the 1990 Advisory Opinion,

and this is but one factor for the Commission to consider in reaching a determination as to the
affiliation of BluePAC and WELLPAC.

C.  Hiring Authority

BCBSA does not have any authority to hire, demote or control WellPoint’s officers and
employees. No employees or officers of BCBSA serve on WellPoint’s board of directors.
WellPoint’s CEO and Chairman, Leonard D. Schaeffer, is a member of BCBSA’s board of
directors. However, because there are 56 other directors on BCBSA’s board, Schaeffer has little
influence over BCBSA'’s decisions to hire, demote or control BCBSA'’s officers and employees.

The 1990 Advisory Opinion stated that “BCBSA, through its membership standards, exerts
control over the composition of the governing board of the Plans.” However, BCBSA currently
has no ability to influence the selection of WellPoint’s officers, employees and directors.
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WellPoint’s bylaws include certain provisions relating to the composition of its Soard and

nominating comtmttee, but these provxsnons do not enable BCBSA to mﬂuence the selection
process.

D. Common or Overlapping Membership

BCBSA and WellPoint have no overlapping members.

}
+

E. Common or Overlappmg Officers, Employees and Dxrector

As mentioned above, Leonard D. Schaeffer, who is Chairman and CEO of WellPoint’s seven-
member board of directors and Chairman and CEO of Blue Cross of California, is a member of
BCBSA’s 56- member board of directors. There are no additional overlapping officers,
employees or directors. In one recent Advisory Opinion, the Commission decided that two SSFs
were not affiliated even though two persons who were high-ranking officers and directors of one

sponsoring organization were appointed to the board of directors of the other sponsoring
organization. [FEC AO 1997-25 (Jan. 16, 1998)]. '

F.  Former Officers and Employees

Approximately three of WellPoint’s employees are former employees of BCBSA. These
employees are Michael Lohnberg, a BCC vice president; Emst Gabora, a BCC department
director; and James Inglese, a BCC project manager. Because WellPoint has over 11,000
employees, the Ppresence of these few former employees of BCBSA does not even suggest any
formal or ongomg relationship between the corporations.-

G. Providing Funds or Goods

BCBSA provides very limited administrative services to WellPoint and other member plans, such
as serving as the master contractor for large scale contracts with the federal government and a
few other clients. However, BCBSA is compensated for these services, as well as for WellPoint’s
use of the Blue Cross name and mark. This suggests &n arm’s length relationship between the
two corporatlons In past Advisory Opinions, the Commission determined that two corporations
engaging in arm’s length transactions after a spinoff were not providing significant funds or goods
to each other. [FEC AO 1996-23(July 12;-1996); FEC AO 1995-36 (Nov. 2, 1995)].

Also, although BCBSA hires lobbyists to represent the association, WellPoint and BCBSA do not

share registered lobbylsts in Washington. WellPoint does not rely on BCBSA forits lobbymg
-activities and has in fact, retamed its own lobbyxsts in Washington, D.C.
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WELLPAC makes contributions to other industry-related PACs. In 1998 and 1999, WELLPAC
contributed $5,000 to BluePac. WELLPAC regularly contributes the same amount to the
political action committees of other health care associations of which WellPoint is a member. For
example, in April of this year, WELLPAC contributed $5,000 to the Health Insurance Political
Action Committee in Washington, D.C. Other than the two limited contributions to BluePAC,
and license fees which are the result of an arm’s length transaction, there have been no funds
transferred between WellPoint or WELLPAC and BCBSA or BluePac.

H. Arranging for the Provision of Funds or Goods

BCBSA offers WellPoint and other membership plans certain voluntary contractual arrangements
with vendors such as AT&T, IBM and United Airlines. These services are insubstantial and do
not constitute the provision of funds or goods in a significant amount or on an ongoing basis.

I Formation

In the 1990 Advisory Opinion, the Commission noted that “BCBSA seems to have an active or
significant role in the formation of the Member Plans. In order for the Member Plans to function
as Blue Cross and/or Blue Shield Plans, under those names, the Plans must be admitted for
membership and granted the license to operate as such by BCBSA.” [FEC AO 1990-22 (Nov.
15, 1990)]. When WellPoint was reorganized as the parent of BCC in 1996, WellPoint included
certain provisions in its Certificate of Incorporation and Bylaws to satisfy the conditions of the
license agreement. However, WellPoint was not formed for the sole purpose of operating the
Blue Cross of California plan. In fact, WellPoint operates a number of other subsidiaries in
California and other states that remain completely unaffected by these standards. In California,

for example, WellPoint offers pharmacy benefit management services through a subsidiary which
does not utilize the Blue Cross name:

1. Similar Contribution Pattern

BluePac does not solicit or receive contributions from WellPoint’s restricted class, and
WELLPAC does not solicit or receive contributions from BCBSA'’s restricted class. In addition,
WELLPAC does not consult or coordinate with BluePac regarding the committees’ contributions
or on any other matters. Although WELLPAC and BluePac may occasionally contribute to the
same candidates, this overlap is most likely the result of both corporations’ interest in insurance
and health care issues and does not indicate a formal or ongoing relationship between the PACs.
We should note that WELLPAC contributes primarily to candidates from either California or

states in which WellPoint’s UNICARE subsidiaries conduct business, often in direct competition
with BCBSA licensees.
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I Competition

In past Advisory Opinions, the Commission has noted that competition between two sponsoring
organizations may be a significant factor in disaffiliation analysis. [FEC AO 1996-42 (Nov. 18,
1996); FEC AO 1995-36 (Nov. 2, 1995)]. WellPoint competes directly with Blue Shield of
California, another BCBSA member plan in California. In addition, WellPoint’s UNICARE
subsidiaries compete with BCBSA member plans in several states. For example, both UNICARE
and Blue Cross companies currently offer managed care plans in Georgia, Illinois, Indiana,
Maryland, Massachusetts, North Carolina, Ohiq, Texas and Virginia. WellPoint’s license
agreement with BCBSA does not prohibit WellPoint from directly competing with other BCBSA
licensees in these regions and does not restrict WellPoint from serving California employees of
UNICARE members that are located outside of California.

" Conclusion

WellPoint and its BCBSA licensed subsidiaries are contractually obligated to follow certain
membership standards as part of their license agreements with BCBSA. However, the license
requirements relating to WellPoint’s structure were intended primarily to limit CHF s influence
over WellPoint and its subsidiaries rather than to establish BCBSA’s control over WellPoint. In
addition, these requirements may be waived and are far less restrictive than the terms of the
license agreements at issué in the Advisory Opinions in which the Commission has found
affiliation between a licensor and a licensee. Moreover, WellPoint is not restricted from engaging
in other specialty businesses within California and has significantly expanded its operations under
the UNICARE brand name in other states. In fact, many of WellPoint’s UNICARE subsidiaries
directly compete with other BCBSA licensees including the direct competition between WellPoint
and Blue Shield of California. Once WellPoint completes its acquisition of Cerulean, it will offer
managed care services under both the UNICARE and Blue Cross and Blue Shield brand names in
Georgia. These facts demonstate that BCBSA no longer has substantial control and direction

over the business policies, practices and procedures of WellPoint, and the Commission should
determine that these two entities are not affiliated. :

Please call us if you have any additional questions regarding this matter.

incerely,

m 4

James A. Sivesind |

G:\FloraYin\Flora9N\WellPoint\WellPoint-AORequest1 107.wpd
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addition, these requirements may be waived and are far less restrictive than the terms of the
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the UNICARE brand name in other states. In fact, many of WellPoint’s UNICARE subsidiaries
directly compete with other BCBSA licensees including the direct competition between WellPoint
and Blue Shield of California. Once WellPoint completes its acquisition of Cerulean, it will offer
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